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Report of Independent Registered
Public Accounting Firm

‘The Board of Directors and Sharehalders of Anthem, Inc.

We have audited the accompanying consolidated balance sheets of Anthem, Inc. (the “Company™) as of December 31, 2015
and 2014, and the related consolidated staternenis of income, comprehensive income, shareholders’ equity, and cash flows
for each of the three years in the period ended December 31, 2015, Our audits also included the financial statement schedule
listed in the Index at Item 15(a). These financial statements and schedule are the responsibility of the Company’s
management. Qur respongibility is to express an opinicn on these financial statements and schedule based on our audits

We conducted our audits in eccordance with the standards of the Public Company Accounting Oversight Board (United
Siates). Those standards require that we plan and perform the oudit to obtain reasonable pssurance about whether the
financial statements are free of waterial misstatement. An audit includes examining, on a test basis, evidence suppotting the
amounts and disciosures in the financial statements. An audit also includes assessing the accounting principles used and
significant cstimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of Anthem, Inc. at December 31, 2015 and 2014, and the consolidated results of its operations and its cash flows for
cach of the three ycars in the period ended December 31, 2015, in conformity with U.S. genemally accepted sccounting
principles. Also, in our opinion, the related financial statement schedule, when considered in relation to the basic financial
statements taken as a whole, presents fairly in all material respects the infarmation set forth therein

We also have oudited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Anthem, Inc.'s internal controt over financial reporting as of December 31, 2015, based on criteria established in Untcrnal
Controb—Integrated Framewaork issued by the Commitlee of Sponsoring Organizations of the Treadway Commission (2013
framework) and our report dated February 9, 2016 expressed an unqualified opinion thereon

s/ ERNST & YOUNG LLP

Indianapolis, Indiane
Febtuary 15, 2016
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Anthem, lac.

Consolidated Balonce Sheets
D ber 31, 1] i,
10138 2014
{In millions, excepi share data}
Asets
Current assels;
Cash and cash equivalents 5 21138 § 2,151 7
Investments availzble-for-szle, at fair value:
Fixed maturity securilies (amonized cost of $16,950 0 and $17,120 4} 169200 17,467 4
Equity securities (cost of $1,055 8 and 31,303 7) 14418 1,906 6
Other invested assets, current 191 202
Accrued investmen! income 1708 1614
Premiom and self-funded receivsbles 46028 48253
Othes receivables 24214 2170
income taxes receivable 66 089
Securitkes lending colflateral 1,3004 15152
Other current assels 15557 § 4739
Total current aasets 30,862 ¢ 31,9478
Long-term investments svailable-for-sale, at fuir value:
Flxed matarity securithes (amortized cost of 5550 4 and $300 7) 5582 3044
Bauity securitles (cost of 527 3 and 527 0) 3o s
Other invested nssets, long-term 2,04t 1 1,6959
Property and equipment, net 20198 1,9443
Goodwill 17,5622 17,0820
Other intangible assety 8,550 0 7,958 1
Other noncument assets 485 4 51213
Totsl masenn $ 61,7173 § 61,6763
Lisbilities and sharcholders’ equity
Lisbilities
Curment liabikitles:
Pollcy liabilities:
Medical claims payable $ 13698 % 6,861 2
Reserves for future policy benelits nse 68t
Other policyholder liabilities 2% 3 26265
Tolal policy lisbilities 9,398 2 9,555 8
Unearned income 1,148 8 Lont
Accounts payable and sccrued expenses 3380 1,651 8
Securily trades pending payabl ni 662
Sceuritics (ending payable 1,3009 1,5153
Shon-term borrawings 5400 4000
Current portlon of long-term debt - 6241
Other curent liabiliges 28161 1,8612
Total current Habilities 19,0926 18,7527
Long-term debr, Jesa cument portion 153245 140196
Reszrves for future policy benefits, noncurrent 8317 6713
Deferred ux liabilities, nct 26306 2,945 6
Qther noncurrent liabilities 994 3 10158
“Totul tabRitles 38,6737 374250
Commi wd B! Noia 13
Sharchohders® equity
Preferred stock, without par value, shares authorized - 100,000,000; shares issued and outsiarding - none = —_
Common stock, par valye 50 01, shares authorized - 900,000,000, shares issued and oulsianding - 261,278,188 gnd
268,109,932 26 17
Additiona] paid.in capital R5554 10,0623
Retsined enmings 147785 14,014 4
i \ated other comprehensive (foss) income (292 6) 1719
Total sharcholders’ equity 13,044 | 24,2413
‘Total ilabliities and shareholders' equity 3 61,7178 § 61,6763
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See accompanying noles.
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Anthem, Inc.

Consolidated Statements of Income

{Int millicns, exceps per shave daia)
Revenues
Premiums
Administrative fees
Other revenue
Total operating revenue
Net investment income
Net realized gains on investments
Other-thao-temporary impairment losses on investments:
‘Total other-than-temporary impairment losses on investments

Portion of other-than-temporary impairment losses recognized in other

comprehensive income
Other-than-temporary impairment losses recognized in income
Total revenues
Expenses
Benefit expense
Selling, gencral and administrative expense:
Selling expense
Genernl and administrative expense
Taotal selling, general and administrative expense
Interest expense
Amortization of other intangible assets
{Gain) loss on extinguishment of debt
Total expenses
Income from contineing operations before income tax expense
Income tax expense
Income from contiouing operaiions
Income (loss) from discontinued operations, net of tax
Net Income
Basic nef income (loss) per share:
PBasic - continuing operations
Basic - discontinued operations
Basic net incame per share
Diluted net income (Joss) per share:
Diluted - continuing operations
Diluted - discontinued operations
Diluted net income per share
Dividends per share
See accomparying nofes,
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Years Ended Decesaber 31
1015 1014 1013

73,3851 & 683898 § 66,1191
4,976.6 4,590.6 4,0319
43.1 413 404
78,404 8 73,021.7 70,191 4
6776 7244 659.1
1575 1770 2719

(99.9) (56 2) {100.6)
165 72 1.7

(83.4) {49.0) (98 9)
79,156.5 73.874.1 Nno23s
61,1169 56,854.9 56,237.1
1,441.1 1,490.1 1,526.9
11,0937 10,258.3 8,426.0
12,534.8 11,748 4 99529
6530 600.7 602,7
2301 2209 2453
{9.3) 81.1 1453
74,5255 69,506.0 67,1833
4631.0 4,368.1 3,840.2
20710 1,808 0 1,205 9
2,560.0 2,560.,1 2,6343

— 96 (144.6)
25600 § 25697 § 2,489.7
973 % 928 § 883

—_ 0.03 (0.49)
973 3 931 § 334
938 $ 895 § 867

— 003 (0.47)
938 § 899 § 820
250 % 175 § 1.50
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Anthem, Inc.

Page 85 of 163

Consolidated Statements of Comprehensive Income

{Tn millions)

Net Income

Other comprehensive (less) income, net of tax:
Change in net unrealized gains/losses on investments

Change in non-credit component of other-than-temporary
impaimment losses on investments

Change in net unrealized gains/losses on cash flow hedges
Change in net periodic pension and posiretirement costs
Foreign currency translation adjustments

Other comprehensive loss

Total compreheuasive income

See accompanying notes,

A3

Years Ended December 31

2018 2014

M3

$ 25600 $ 2569.7 $ 24807

(384.3) 1186 (294.7)
(5.6) (3.9 17
452) G6) 30
(260)  (118.1) 1727
(3.4) (4.3) 14
(464.5) (13 (1159)

§ 20955 § 25584 § 23738
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Anthem, Inc.
Consolidated Statements of Cash Flows
Years Ended Detemnber 31
wnts 2014 )
{In mitlions)
Operating activitles
Net income 3 23600 § 23697 % 24897
Adjustemenits 1o recoacile net income to net cash provided by operating sciivilies.
Nel realized gaing on investments (151.3) (o 2219
Otter-th POLATY IR loszes. jzed in income 834 490 w9
(Gain) 1ot on extinguishment of debt [o k)] 81! 1453
(Gain) lo£8 on dispasal from discontinued operations - [k} 218
Loas (gain) on disposa) of axsets 160 [{0r)] a9
Defeored incoms Laxes [{<3)] 07 59.1
Amortization, net of sccretion a0z} T443 8009
Deprecigtion expense losa 1063 a9
mpairment of property and equipment 18 79 477
Share-based compersation 1442 1689 146.0
Excess tax benefil from share-based compensation (LR 3] {464} (301}
Changes in opetaling esscis and hsbalities;
Receivables, net 42.9) 1,8597) {418 3)
Oiher inveited asyeis 59 MmN {151)
Other rasets 138 4053 (A6}
Policy liabiliries 193¢ 1,240 6 (3453
Uneamed income ny 2451 (738}
Accounts payable end accrued expenises 2193) 44y 06
(nher Libilities 646 4 [1a)] {154 6)
Ineome Taves ans Q4m 913
Other, net {31) (842) (30 6)
Net cash previded by operntlog activities 41160 31,3653 3,0523
Investing ectivities
Purchases of (ixed maturity securities 9,7900) (5.6134) {13,704 5)
Froceeds {rom (ixed maturity securities:
Sales 8,909 2 38,0660 109179
Matwities, calla and redemptions 1,336 fae? 1836 K
Purchates of equity securities (1,561 ) [LIP) (8203)
Proceeds from sales of equity secunlies 1,4M1 1465 210
Puichayes o yher urvesied assels {303 B) 2037) {251 3)
Proceeds fram sales of other investod assets 1"y 1247 2
Seitlemen) of non-hedging derivatives (63 (674) (1098)
Changes in securilies lending collaterl 2144 {545 6) {4051)
Purchases of pubsidingiey, nel of cash acquined (6339) - -
Proceeds from sale of submidiary, net of cash sold - 400 -
Purchates of property and oqulpment (6382) {714 6) (646 5)
Procecds from sales of property and equipment 353 no 92
Other, nel #2) {01) 13
Net cash waed In bnvesting activities (5,151 5) {974 9) 2,2244)
Flomnclag scdviies
Net roceeds from (repayments of) commestial paper borrowangs 6822 {3792) (1917
Proceeds from long-tetm barrowings 12265 2,700.0 1,2500
Repayments of long-term bortowings {26972) nnen (3,8019)
Proceeds from shod-lerm bommowings 2, 7600 0500 1,1000
Repayments of short-lerm bormowangs (L) (2.0500) (9500}
Chenges in securitics lending peyabio 21a4) NHie 4030
Changes in hank overdrafls (e 1 )] 1730 99
Premdums paid on equity eall oplions {167) - 258
Proceeds (vom tale of put options 166 = =
Repuchase and reti af slock (1513 8) (2598 10) (1,620 1}
Cash dividends (636 6) 4207) {4430}
Proceeds from i of wock undes employes siock plany 1860 3 5247
Excess, 1ax bencfits from share-bared compenaation 958 464 01
Net eah aied In Snentlng acthlifes (2,991 4) (1,822 5) {LN?8)
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10-K
EMatt of forcdgn exthaogs rutes oi caah aad cash equivaleats (5.3) [va)} 22
Change in cash end cash oquivalents (382) 364.0 (897.7)
Cash and cash equivalents at beginning of yoar 2,157 14069 24844
Cash and essh equivalenty st end of year 20133 21517 15869
Less ensh and cash equivalanis of dlscontinued operaitons nt and of yoar - = (4.9)
H 24135 8 21517 % 1,581

Cash znd cazh equivalents of conitnulog eperntions at ead of year

See accompanying notes.
-84-
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{In mittions}

January 1,2013

Net income

Other comprehensive loss

Premiums peid on 2quity options

Repurchasc and retirement of common
stock

Convertible debentures tax adjustment

Dividends and dividend equivalents

Issuance of common stock under
employec stock plans, nct of related
tax benefits

December 31, 2013

Net income

Other comprehensive loss
Setitement of cquity opticns

Repurchase and retirement of common
stock

Dividends and dividend equivalenta

Issuance of commeon stock under
employec stock plans, net of related
1ax bencfits

December 31, 2014

Net income

Qther comprchensive loss

Premiums for and seitlement of equity
options

Repurchase and retirement of common
stock

Dividends and dividend equivalents

issuance of common stock under
employee stock plans, net of related
tax bencfits

Convertible debenture repurchases and
conversions

Fquity Units contract payments and
issuance costs

Page 88 of 163
Anthem, Inc.
Consolidated Statements of Shareholders’ Equity
A lnted
Common Stock Additional “Other Total
Number Par Paid-in Retained Comprehensi: Shareholders
of Shares Value Copital Earnings Income (Lavs) Equity

3047 % 30 $108535 $126471 § 293 § 238027
-_ — —_— 24897 —_— 2,489,

- - = = (1159) (1159

= = (7.9) — - (7.9)

(20.7) {0.1) {749.5) {870.5) — {1,620.1)

= = (3.3) - == @3.3)

- - - (452.4) — (452.4)
93 -_— 6724 e — 672.4
2933 29 10,765.2 13,8139 1832 24,7652
— —_ — 2,569 7 —_ 2,569.7

- — — - (L3 a3

— e (314) — —_ (31.4)

(304) 02) (1,1L55) (i,8831) — (2,998.8)

—_ — -— {486.1) = (486.1)
52 - 4440 - - 4440
268.1 237 10,062 3 14,014 4 171.9 24,2513
—_ —_ —_ 25600 —_ 2,5600

= - = = (464.5) (464.5)

—_ -_— (140) —_ —_ (140)

(10.4) (0.1) (3822) (1,1335) — {1,515.8)

— — —_ (662.4) - (662.4)
as — 3082 — — 82

— — (1,287.8) —_ — (1,287 8)

— — (1309) — - (130.9)
2612 § 26 § 85556 $147185 § {(2926) § 230441

December 31, 2015

See accompanying noles,
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Anthem, Inc.
Notes to Consolidated Financial Statements
December 31, 2015
{In Miilions, Except Per Share Data or As Otherwise Stated Herein)
1. Organization

Refcrences to the terms “we™, “our™, "us”, “Anthem” or the “Company” used throughout these Notes to Consolidated
Financial Staternents refer to Anthem, Inc., an Indiana corporation, and unless the context otherwise requires, its direct and
indirect subsidiaries

We ure one of the largest health benelits companies in terms of medical membership in the United States, serving 386
medical members through our affiliated health plans as of December 31, 2015 We offer a broad spectrum of network-based
managed care plans (o large and small employer, individual, Medicaid and Medicare markets. Our managed care plans
include: preferved provider organizations, or PPOs; health maintenance organizations, or HMOs, point-of-service, or POS,
plans; traditional indemnity plens and other hybrid plans, including consumer-driven health plans, or CDHPs; and hospital
only end limited benefit products. In addition, we provide a broad array ol managed care services 1o self~funded customers,
including claims processing, underwriling, stop loss insurance, acluariol services, provider network eccess, medicul cost
management, disease management, weliness programs and other administrative services. We provide an armay of specialty
and other insurance products and services such as denial, vision, life nnd disability insurance benefits, mdiology benefit
management and analytics-driven personal health care. We also provide services to the federal government in connection
with the Federal Emplayce Program, or FEP. We sold contact lenses, eyeglasses and other ocular products through our 1-800
CONTACTS, Inc., or 1-800 CONTACTS, business which was divested on January 31, 2014,

We are an indcpendent licensee of the Blue Cross and Blue Shicld Association, or BCBSA, an association of
independent health benefit plans. We serve our members as the Blue Cross licensee for California and as the Blue Cross and
Blue Shield, or BCBS, licensee for Colorado, Connecticut, Georgia, Indiana, Kentucky, Maine, Missouri (excluding 30
counties in the Kansas City area), Nevada, New Hampshire, New York (as BCBS in 10 New York City metropolitan and
surrounding counties, and as Blue Cross or BCBS in selected upstate counties only), Ohio, Virginia (excluding the Northem
Virginia suburbs of Washington, D.C.) and Wisconsin. In e majority of these service areas we do business a3 Anthem Blue
Cross, Anthem Blue Cross and Blue Shicld, Blue Cross and Blue Shield of Georgia, and Empire Blue Cross Blue Shield, or
Empire Blue Cross (in our New York service arcas), We also conduct business through an arrangement with another BCBS
licensec in South Carolina. We conduct business through our AMERIGROUP Corperation, or Amerigroup, subsidiary, in
Florida, Georgia, Kansas, Louisiana, Maryland, Nevada, New Jersey, New Mexico, New York, Tennessee, Texas,
Washington and effective January 1, 2016, in Iowa. In addition, we conduct business through our recently acquired Simply
Healthcare Holdings, Inc., or Simply Healthcare, subsidiary in Florida. We also serve customers throughout the country as
HealthLink, UniCare (including a non-risk arrangement with Massachusetts), and in certain Arizona, California, Nevada and
Virginia markets through our CareMore Health Group, Inc., or CareMore, subsidiary. We are licensed 1o conduct insurance
vperations in all 50 states through our subsidiaries,

2. Basis of Presentalion and Significant Accounting Policies

Basls of Presentation: The eccompanying consolidated financiel statements include the accounts of Anthem and its
subsidiaries and have been prepared in conformity with U S, generally accepted accounting principles, or GAAP. All
significant intercompany accounts and transactions have becn eliminated in consolidation.

Certain of our subsidiaries operate outside of the United States and have functional currencies other than the U.S. dollar,
or USD. We tranalatc the assets and linbilities of those subsidiaries to USD using the exchange rate in effect at the end of the
period. We transtate the revenues and expenses of those subsidiaries to USD using the average exchange tates in effiect
during the period, The net effect of these translation adjustments is included in “Foreign currency translation adjustments” in
our consolidated statements of comprehensive income.

Reclnssifications: Certatn prior year amounts have been reclassified to conform 1o the current ycar presentation.

-86-




00080

10K Page 90 of 163

Anthem, Inc.
Notes to Consolidated Financial Statements (continued)

Use of Estimates: The pteparation of consolidated financial statements in conformity with GAAP requires us 1o make
estimates ond assumptions that affect the amounts reported in our consolidaied financial statements and accompanying notes,
Actual results could differ from those estimates,

Cash and Cash Equivalens: Cash and cash equivatents includes available cash and ail highly liquid investments with
maturities of three months of less when purchased. We control a number of bank accounts that are used exclusively to hold
customer funds for the administration of customer benefits, At December 31, 2015 we held $122.6 of customer cash with an
offsetting hiability in other current liabitities.

Investments: Certain Financial Accounting Standards Board, or FASB, other-than-temporary impaiment, or OTTI,
guidance applics to fixed maturity securities and provides guidance on the recognition, preseniation of, and disclosures for
OTTLs. If a fixed maturity security is in an unrealized loss position and we have the intent to sell the fixed maturity security,
or it is more likely than not that we will have to sell the fixed maturity security before recovery of its amortized cost basis,
the declinc in value is deemed to be other-than-temporary and is presenied within the Other-than-temporary impairment
Josses recognized in income ling item on our conselidated statements of income. For impaired fixed maturity securities that
we do not intend to sell or it is more likely than riot that we will not heve to sell such securities, but we expect that we will
not fully recover the amortized cost basis, the credit component of the OTTI is presented within the Other-than-lemporary
jmpairtnent losses recognized in income line item on our consolidated statements of income and the non-credil component of
the OTTI is recognized in other comprehensive income, Furthermore, unrealized losses entirely caused by non-credit related
factors related to fixed maturity securities for which we expect to fully recover the amortized cost basis continue to be
recognized in accumulated other comprehensive income, or AOCIL

The credit component of an OTTI is determined primarily by comparing the net present value of projected future cash
flows with the amortized cost basis of the fixed maturity security. The nct present value is calculated by discounting our best
estimate of projecied futurc cash flows at the effective interest rate implicit in the fixed maturity security at the date of
acquisition. For morgage-backed and neset-backed securities, cash flow estimates are based on assumptions regarding the
underlying collateral including prepayment speeds, vintage, type of underlying asset, geographic concentrations, default
rates, recoveries and changes in value. For all other debt securitics, cash flow estimales are driven by assumplions regarding
probability of default, including changes in credit mtings, and estimates regarding timing and amount of recoveries
associated with a default.

The unrealized gains or losses on our current and long-term equity securitics classified as available-for-sale are included
in secumulated other comprehensive income as a separate component of shareholders® equity, unless the decline in value is
deemed to be other-than-temporary and we do not have the intent and ability to hold such equity securities until their full
cost can be recovered, in which case such equity securitics are written down to fair value and the loss is charged 1o other-
than-temparary impairment losses recognized in income

We maintain various rabbi trusts fo account for the assets and liabilities under certain deferred compensation
plans, Under these plans, the porticipanis can dcfer certain types of compensation and elect 1o receive a return on the deferrcd
amounts based on the changes in fair value of various investment options, primarily & variety of mutusl funds, We have
corporate-owned Yife insurance policies on certain pasticipants in the deferred compensation plans. The cash surrender value
of the corporate-owned life insurance policies is reported in other invested assets, long-term, in the consolidated balance
sheets. The remaining rabbi trust assets are penerally invested according to the participant’s investment election, and are
classified as trading, which are reportcd in other invested assets, cument, in the consolidated balance sheets,

We use the equity method of eccounting for investments in companies in which our ownership interest cnables us to
influence the operating or financial decisions of the invesice company. Our proportionate share of equity in net income of
these unconsolidated affiliates is reported with net investment income.

For asset-backed sccuritics incleded in fixed maoturity securities, we recognize income using an effective yield based on
anticipated prepayments and the estimated economic life of the securities. When cstimates of prepayments change, the
effective yicld is recalculated to reflect actuel payments to date and anticipated (uture payments, The net investment in the
sccurities is adjusted to the amount that would have existed had the new cffective yicld been applied since the acquisition of’
the securities. Such adjustments are reported with net investment income.
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Anthem, Inc.
Notes to Consolidated Financial Statements (continued)

Investment income is recorded when eamed Al securities sold resulting in investiment gains and Josses ere recorded on
the trade date. Realized gains and losses are determined on the basis of the cost or emortized cost of the specific sccurities
sald.

We participate in securities lending programs whereby marketable securitics in our investment portfolio are transferred
10 independent brokers or dealers in exchange for cash and securities collateral. Under FASB guidance relaicd to aceounting
for transfers and servicing of financial assets and extinguishments of liabitities, we recognize the collateral as an asset, which
is reported as “Securities lending collateral™ on our consolidated balance sheets and we record & corresponding liability for
the obligation to retum the coltateral o the borrower, which is reporicd as “Securities lending payable.” The securities on
loan gre reported in the applicable investment category on our consolidated balance shects. Unrealized gains or losses on
securities lending collateral are included i accumulated other comprehensive income a3 a separate compaonent of
sharcholders' equity. The market value of fonned securitics and that of the collateral pledged can fluctuate in non-
synchronized fashions. To the extent the loaned securities' valuc spprcciates faster or depreciates slower than the valuc of the
collateral pledged, we are exposed 1o the risk of the shorifall. As a primary miligating mechanism, the loaned securities and
collnteral pledged ore marked to market on 4 daily basis and the shortfall, if any, is collected accordingly. Secondarily, the
collateral level is set at 102% of the velue of the loaned securities, which provides a cushion before any shortfall arises, The
investment of the cash collateral is subject to market risk, which is managed by limiting the investments 1o higher quality and
shorter duration instruments

Premium and Self-Funded Recelvables: Premium and self-funded receivables include the uncollected amounts from
fully-insured and self-funded groups, individuals and government programs, and are reported net of an allowance for
doubtful accounts of $318 3 and $213 6 at December 31, 2015 and 2014, respectively, The allowance for doubtful accounts
is based on historical collection trends and our judgment regatding the ability to collect specific accounts,

Other Recelvables: Other receivables include pharmacy rebates, provider advances, claims recoveries, reinsurance,
proceeds duc from brokers on investment trades, other government receivables and other miscellancous amounts due to s,
These receivables are reported net of an allowance for doubtful accounts of $301.2 and $142.2 at December 31, 2015 and
2014, respectively, which is based on historical collection trends and our judgment regarding the ebility to collect specific
amounts.

Tncome Taxes; We file a consolidated income tax retum, Deferred income tax assets and liabilities are recognized for
temporary differences between the financial statement and tax return bases of rasets and lisbilities bascd on enacted tax rates
and laws. The deferred tax benefits of the deferred tax assets are recognized to the extent realization of such benefits is more
likely than not. Deferred income tax cxpense ot benefit penerally represents the net change in deferred income tax assets and
liabilities during the year, excluding the impact from amounts initially recorded for business combinations, if eny, and
amounts recorded to eccumulated other comprehensive income. Current income tax cxpense represents the tax consequences
of revenues and expenses currently taxeble or deductible on various income tax retums for the year reporied.

We account for income tax contingencies it accordance with FASB guidance that contains a model fo address
uncentainty in tax positions and clarifies the accounting for income taxes by prescribing a minimum recognition threshald,
which all income tax positions must achieve before being recognized in the financial statements.

Property and Equipment: Property and equipment is recorded at cost, net of uccumulated depreciation, Depreciation is
computed principally by the strmight-linc method over estimated useful lives ranging from fiftzen to thirty-nine years for
buildings and improvements, three to five years for deta processing equipment and computer software, and the lesser of the
remaining life of the building lcase or seven years for fumiture and other equipment, Leaschold improvements are
depreciated over the term of the related lease. Certain costs related 1o the development or purchase of internal-use software
arc copitafized and amortized.

Goodwill and Other Intanpible Assets: FASB guidance requires business combinations to be accounted for using the
acquisition method of accounting and it also specifies the types of scquired intangible asscts that are required 1o be
recognized and reported separately from goodwill. Goodwill represents the excess of cost af acquisition over the fair value of
net assets acquired, Other intangible assets represent the values assigned to subscriber bases, provider and hospital networks,
Blue Cross and Blue Shield and other trademarks, licenses, non-compete and other agreements. Goodwill and other
intangible nsscts are allocated to reponable segments based on the relative fair valuc of the components of the businesses
acquired.
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Anthem, Inc,
Notes to Consolidated Financial Statements (continued)

Goodwill and other intangible assets with indefinite lives arc not amortized but are tested for impairment at least
annually. We complete our ennual impairment tests of existing goodwill and other intangible assets with indefinite lives
during the fourth querier of cach yeat. Certain interim impairment tests ate also performed when potentinl impainnent
indicators exist or changes in our business or other triggering cvents occur. Goodwill and other intangible assets are allocated
to reponting units for purposes of the annual goodwill impairment test. In addition, certain other intangible assets with
indefinite lives, such as trmdemarks, are also tested separately.

FASH guidance allows for qualitative assessments of whether it is mare likely than not that the fair vatue of a reporting
unit is less than its carrying amount for purposes of & goodwill impairment analysis and whether it is more likely than not
that nn indefinite-lived intangiblc asset is impaired for purposes of an indefinite-lived intangible asset impairment analysis.
Quantitative analysis must be performed if qualitative analyses are not conclusive. Enlities also have the option to bypass the
assessment of qualitative factors and proceed directly to performing quantitative analyscs, We begin our annual tests with
quantitative analyses. Our impairment tests require us to make assumptions end judgments regarding the estimated fair value
of our reporting units, including goodwill and other intangible assets with indefinite tives. Estimated fair velucs developed
based on gur assumptions and judgments might be significantly different if other reasonable assumptions and estimates were
10 be used.

Fair value for purposes of the goodwill impairment test is calculated using & blend of n projected income and market
valuation approach, The projected income approach is developed using assumptions about fulure revenue, expenses and nct
income derived from our internal planning process, Qur assumed discount rate is based on our industry’s weighted-average
cost of capital and reflccts volatility associated with the cost of equity capital, Market valuations are based on observed
multipics of certain measures including membership, revenue, EBITDA (earnings before interest, 1axes, depreciation and
amortization) and net income as well es market capitalization analyses of Anthem and other comparable companies. A
goodwill impairmen loss is recognized to the extent that the camrying amount cxceeds the asset’s fair value. This
determination is madc at the reporting unit level and consists of twe steps. First, the fair value of a reporting unit is
determined and compared 1o its carrying amount. Second, if the carrying mount of a reporting unit exceeds its fair value, an
impairment losa is recognized for any excess of the carrying amount of the reporting unit's goodwill over the implied fair
value of that goodwill. The implied fair value of goodwilt is determined by allocating the fair value of the reporting unit in a
manber similar to a purchase price allocation on a business acquisition, at the impairment test date.

The fair value of indefinite-lived intangible assets is estimated and compared to the carrying vaiue. We estimate the fair
valug of indefinite-lived intangible assets using a projected income approach, We recognize an impairment loss when the
estimuted Tair value of indefinite-tived intangible assets is less than the camying value. If significant impairment indicators
are noted relative to other intangible assets subject to amertization, we may, be required to record impairment fosses against
future income.,

Derivative Financial Instruments: We primarily invest in the following types of derivative financial instruments;
interest rate swaps, forward conteacts, put and calt options, credit default swaps, embedded derivatives, warrants and
swaptions. Derivatives embedded within non-derivative instruments, such as options embedded in conventible fixcd maturity
sccurities, are bifurcated from the host instrument when the embedded derivative is not clearly and closely related to the host
instrument. Our use of derivatives is limited by statutes and regulations promulgated by the various regulatory bodies to
which we are subject, and by our own derivative policy., Our derivative usc is generally limited to hedging purpases, on an
cconomic basis, and we generally do not use derivative instruments for speculative purposes.

We have exposure to economic losses due (o interest rate risk arising from changes in the level or volatility of interest
ratcs. We attempt to mitigate aur exposure to interest rate risk through active porifolio management, including rebalancing
our existing porifolios of assets and liabilities, as well as changing the characteristics of investments to be purchased or sold
in the future. In addition, derivative financial instruments are used to modify the interest rate exposure of certain liabilities or
forecasted transactions. These strategies include the use of interest rate swaps and forward contracts, which are used to lock-
it interest retes or to hedge, on an economic basis, interest rate risks associated with variable rate debt, We have used these
types of instruments as designated hedges against specific liabilitics,

All investments in derivatives are recorded as assets or lisbilities at fair value. If certain correlation, hedge cffectivencss
and risk reduction criteria are met, a derivative may be specifically designated as a hedge of exposure to changes in fair value
or cash flow. The accounting for changes in the fair vaiue of a derivative depends on the intended use of the derivative and
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the nature of any hedge designation thercon, Amounts excluded from the assessment of hedge effectivencss, if any, as well
as the incflective portion of the gain or loss, are reported in results of operations immediately. If the derivative is not
designated as o hedge, the gain or loss resulting from the change in the fair value of the derivative is recognized in results of
operations in the pericd of change. Cash Mlows associated with the settiement of non-designated derivatives are shown on a
net basis in investing activity in our consolidaled statements of cash flow.

From time to time, we may also purchase derivatives to hedge, on an economic basis, our exposure to foreign currency
exchange Nuctuations associated with the operations of certain of our subsidiaries. We generally use futures or forward
contracts for these ransactions. We generally do not designate these contracts as hedges and, accordingly, the changes in fair
value of these derivatives are recognized in income immediately.

Credit exposure associated with non-performance by the counterparties to derivative instruments is generaily limited to
the uncollatcralized fair vatue of the asset related to instruments recognized in the consolidated balance sheets. We attempl to
mitigate the risk of non-performance by selecting counterparties with high credit ratings and monitoring theit
creditworthiness and by diversifying derivatives among multiple counterparties. At December 31, 2015, we believe there
were no material concentrations of credit risk with any individual counterparty.

We generally enter into master netting agreements, which reduce credit risk by permitting net settiement of transactions
with the same counterparty. Certain of our derivative agreements also contain credit support provisions that require us or the
counterparty 1o post collateral if there are declines in the derivative fair value or our credit rating. The derivative sssets and
derivative lisbilities are reported at their fair valucs net of coliateral and netting by the counterparty. At December 31, 2015
wa had posted collateral of $182.7 and received collateral of $32.2 refated to our derivative financial instruments.

Retirement Benefits; We recognize the fonded stetus of pension and other postretirement benciit plans on the
consolidated balance sheets based on fiscal-year-end measurements of plan assets and benefit obligations. Prepaid pension
benefits represent prepaid costs related to defined benefit pension plans and are reported with other noncurrent assels,
Posiretirement benefits represent outstanding obligations for retiree medical, life, vision and dental benefits. Liabilities for
pension and othes postretirement benefits are reported with current and noncurrent linbilitics based on the amount by which
the actuarial present value of benefils payable in the next twelve months included in the benefit obligation exceeds the fair
value of plen assets

We determine the expected return on plan assets using the calculated value of plan essets, which recognizes changes in
the fair value of plun assets in a systematic manner over three years, We apply & comidor approach to amortize unrecognized
actuarial gains or losses, Under this epproach, only accumulated net actuarial gaing or losses in excess of 10% of the greater
of the projected benefit obligation or the fair value of plan assets arc amortized over the average remaining service er
lifetime of the workforce as a component of net periodic benefit cost.

Medical Clalms Payable: Liabilities for medical claims payabis include estimated provisions for incurred but not paid
claims on on undiscounted basis, as well as estimated provisions for expenses related to the processing of claims, Incurred
but not paid claimg include (1) an estimate for claims that are incurred but not reported, 23 well as claims reported to us but
not yet processed through our systems; and {2) claims reported to us end processed through our systems but not yet paid.

Liabilities for both claims incurred but not reported and reported but not yet processed through our systems are
determined in aggregate by employing ectuarial methods thot are commonly used by health insutance actuarics and meet
Actuarial Standards of Pmctice. Actuarial Standards of Practice require that the claim liabilities be appropriate under
modecately adverse circumstances, We determine the amount of the lisbility for incurred but not paid claims by following a
detailed actuarial process that entnifs using both historical claim payment pattems as well as emerging medical cost trends 1o
project our best estimate of claim liabilities.

We regularly review and sel assumptions regarding cost trends and utilization when initially esiablishing claim
liabilities. We continually monitor and adjust the claims liability and benefit expense based on subsequent paid claims
activity. If our assumptions regarding cost trends and utilization are significantly different than actual results, our income
statcment and financinl position could be impacted in future periods.

Premium deliciencies ase recognized when it is probable that expected claims and administrative expenses will exceed
future premiums oh existing medical insurance contracts withoul consideration of investment income. Determination of

-90-




00094

10-K Page 94 of 163

Anthem, Inc.
Notes to Consolidated Financiel Statements {continued)

premium deficiencies for longer duration Jife and disability contracts inchxles consideration of investment income, For
purposes of premium deficiencies, contracts are deemed to be either short of long duration and are grouped in a manner
consistent with our method of acquiring, servicing and measuring the profitobility of such contracts. Once established,
premium deficiencies are released commensurate with actual claims experience over the remaining life of the contract. No
premium deficicncies were established at December 31, 2015 or 2014,

Reserves for Future Pollcy Benefits: Reserves for futuce policy benefits include liabilities for life and long-term
disability insurance policy benefits based upon interest, mortality and morbidity essumptions from published actvarial tables,
modified based upon our experience. Future policy benefits also include lisbilities for insurance policics for which some of
the premiums received in earlier years are intended 1o pay anticipated benefits to be incurred in future years. Future policy
benefits are continually monitored and reviewed, and when reserves are adjusted, differences are reflected in benefit
expense. '

‘The current portion of reserves for future policy benefits relates to the portion of such reserves that we expect to pay
within one year. We believe that our linbilities for future policy benofits, alang with future premiums received are adequate
to satisfy our ultimate benefit liability, however, these estimates are inherently subject to a number of variable
circumstances. Cansequently, the actual results coutd differ materially from the amounts recorded in our consolidated
financial sinternents.

Otker Policyholder Ligbilliles: Other policyholder iabilities include rate stabilization reserves associated with
retrospectively rated insurance contracts and certain case-specific reserves, Other policyholder liabifities also includes
liabilitics for premium refinds based upon the minimum medical loss ratio, or MLR, the redutive health risk of members, or
gther contractus! or regulatory requirements. Rate stabilization reserves represent accumulated premiums that exceed what
customers owe us based on actual claim experience. The timing of payment of these retrospectively rated refunds is based on
the contractunl terms with the customers and can vary from period to petiod based on the specific contractual requirements.

We are required to meet certain minimum MLR thresholds prescribed by the Patient Protection and Aflordable Care
Act, or ACA, nnd related Health Care and Education Reconciliation Act of 2010, or collectively, Health Care Reform. If we
do not meet or exceed the minimum MLR thresholds specified by Health Care Reform, we are required 1o pay rebates to
certain customers. Minimum MLR rebates are calculated by applicable line of business (Large Group, Small Group,
Individual and Medicare) and legal entity in accordance with regulations issued by the Department of Health and Human
Services, or HHS Such calcufations are made using estimated calendar year medical loss expense and premiums, as defined
by HHS.

We follow HHS guidelines for determining the types of expenses that may be included in our minimum MLR rebate
calcutations, which diffir from benefit expense and premiums g8 reported in our consolidated financial statements prepared
in conformity wilh GAAP. Certain amounts reported as expense in our GAAP basis consolidated financial statements may be
reported as a reduction of premiums in accordance with HHS regulations. tn addition, profit amounts included in our
payments to third party administrative service providers are recorded as benefit expense in our consolidated GAAP financial
statements while HHS does not allow for the inclusion of these expenses within the medical losa expense for purposes of
calculating minimum MLR,

Revenue Recognition: Premiums for fully-insuted contracts are recognized as revenuc over the period insurance
coverage is provided, and, if applicable, net of amounts recognized for the Health Care Reform minimum MLR rebates, risk
adjustment, reinsurance and risk coridor or contractual premium stabilization programs. Premium payments from contracted
govemnment agencies are based on eligibility lists produced by the government agencies. Premiums related to the unexpired
contractual coverage periods are reflected in the accompanying consolidated balance sheets as uncamed income. Premiums
include revenue from retrospectively rated contracts where revenue is based on the estimated ultimate loss experience of the
contract. Premium revenue includes an adjustment for retrospectively rated refunds based on an estimate of incurted claims.
Premium rates for certain lines of busincss are subject to approval by the Department of Insurance of cach respective stale
Additionally, delays in annual premium rate changes from contracted government agencics roquire that we defer the
recognition of any increases to the period in which the premium rates become final. The velue of the impact con be
significant in the period in which it is recognized dependent on the magnitude of the premium rate increase, the membership
1o which it applies and the length of the delay between the effective date of the mie increase and the final contract date
Premium rate decreases are recognized in the period the change in premium rate becomes effective and the change in the rote
ig known, which may be prior to the period when the contract amendment affecting the mte is finalized.

Administrative fees include revenue from certain group coniracts that provide for the group to be at risk for all, or with
supplemental insurance aangements, a portion of their claims experience. We charge these self-funded groups an
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administrative fee, which is based on the number of members in a group or the group's claim experience, In addition,
administrative fees include amounts received for the administration of Medicare or certain other govemment programs.
Under our self-funded arrangements, revenue is recognized as edministrative services are performed. All benefit payments
under these programs ure excluded from benefit expense.

Share-Based Compensatfon: Ous current compensation philosophy provides for share-based compensation, including
stock options, restricted stock awards and an employes stock purchasc plan. Stock options arc granted for a fixed number of
shares with an exercise price at least equal 1o the fair value of the shares at the date of the grant. Restricted stock awards are
jssued at the fair valuc of the stock on the grant date. The employee stock purchase plan aklows for @ purchase price per share
which is 95% of the fair value of a share of common stock on the lnst trading day of the plan quarter. The employes stock
purchase plan discount is not recognized as compensation expense based on GAAP guidance. All other share-hased
payments to employees are recognized es compensation expense in the income statement based on their fair velues.
Additionally, excess tax benefits, which result from actual tax benefits exceeding defermed tax benefits previously recognized
based on grant date faic value, are recognized as additional paid-in-capital and are reclassified from operating cash flows to
financing cash flows in the consolidated statements of cash flows. Our share-based employce compensation plans and
assumptions are described in Note 14, “Capital Stock.™

Advertising and Marketing Costs: We use print, broadcast and other advertising to promote our products and to develop
our corporate image. We market our products through direct marketing aclivities and an extensive network of independent
agents, brokers and retail partnerships for Individual and Medicare custamers, and for certain Local Group customess witha
smaller employee base. Products for National Accounts and Local Group customers with a larger employee base are
generelly sold through independent brokers or consultants retained by the custormer and working with industry specialists
from our in-house sales force, In the Individual and Small Group markeis we offcr products through siate or federally
facibitated morketplaces, or public exchanges, and off-cxchange products. The cost of advertising and marketing for product
promotion is expensed as incurred while advertising and marketing costs associated with corporate image is expensed when
first ired. Total edventising and marketing expense was $313.5, $337.0 and $350.9 for the years ended December 31, 2015,
2014 and 2013, respectively

Health Insurance Provider Fee: Beginning in 2014, Health Care Reform imposed an annusl Health Insurance Provider
Fee, or HIP Fee, on health insurers that write certain types of health insurance on U.S. risks. The annual HIP Fee is ailocated
10 health insurers based on the mitio of the amount of an insurer’s net premium revenucs writlen during the preceding
calendar year to an adjusted amount of health insurance for all U.S. health risk for those certain lines of business written
during the preceding calendar year. The HIP Fee is non-deductible for federal income tax pumposes. The iota! amount
collected from allocations to health insurers in 2015 and 2014 was $11,300,0 and $8,000 0, respectively. We record our
estimated liabitity for the HIP Fee in full at the beginning of the year with a correspanding deferred asset that is amortized on
2 sicaight-line basis to general and administrative expense. The finai calculation and payment of the anaual HIP Fee occurs in
the third quarter each ycar and our portion of the HIP Fee for 2015 and 2014 was $1,207 5 and $893 3, respectively. The
annual HIP Fee to be ollocated to att health insurcrs remains at $11,300 0 for 2016, has been suspended for 2017 and will
resume and be increased to $14,300.0 for 2018. For 2019 and beyond, the annual HIP Fee will equal the amount for the
preceding year increased by the rate of premiurs growth for the preceding yeer less the rate of growth in the consumer price
index for the preceding calendar yesr,

Earnings per Share: Eamnings per shore amounts, on a basic and diluted basis, bave been calculated based upon the
weighted-average common shares outstanding for the peried.

Basic ezmings per share excludes dilution and is computed by dividing income available to comman shareholders by the
weighted-average number of common shares outstanding for the petiod. Diluted eamings per share includes the dilutive
effect of stock options, restricted stock and convertible debentures, using the treasury stock method. The treasury stock
method assumes exercise of stock options and vesting of restricted stock, with the ssumed proceeds used to purchase
common stock at the average market price for the period. The difference between the number of shares assumed issued and
number of shares assumed purchased represents the dilutive shares,

Recently Adopted Accounting Guidance: In November 2015, the FASB issued Accounting Standards Update No. 2015-
17, Balarce Sheet Classification of Deferred Taxes, or ASU 2015-17, This amendment requires that all deferred tax asscts
and liabilitics, along with any related valuaticn allowance, be classified as noncurrent on the balance sheet, Prior to the
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issuance of ASU 2015-17, deferred taxes were required fo be presented as a net cusrent asset or liability and a net noncurrent
psset o linbility. We adopted the provisions of ASU 2015-17 upon issuance and prior period amounts have been reclassified
to conform to the current period presentation. As of December 31, 2014, the previously reported balance of our net current
deferred tax assels of $280.4 was reclassified in the consolidated balance shect and netted against the net long-lerm deferred
tex liabilities. The adoption of ASU 2015-17 did not impact our consolidated financial position, results of operations or cash
flowa,

In September 2015, the FASB issued Accounting Standards Update No. 2015-16, Business Combinations (Topic 805):
Simplifying the Accounting for Measuremeni-Period Adjustments, or ASU 2015-16. This amendraent requires the acquirer in
a business combination to recognize in the reporting period in which adjustment amounts are determined, any adjustments to
provisional amounts that are identified during the measurement period, calcufated as if the accounting had been completed at
the acquisition date. Prior to the issuance of ASU 2015-16, an acquirer was required to restate prior perind financinf
statements as of the acquisition date for adjustments to provisional emounts, The amendments in ASU 2015-16 are to be
applicd prospectively upon adoption. The adoption of the provisions of ASU 2015-16 upon issuance did not have a material
impact on our consolidated financial position, resulis of operations or cash flows,

In April 2015, the FASB issued Accounting Standards Update No_ 2015-03, Interest - Imputation of Interest (Subtopic
835-30): Simplifying the Presentation of Debt Issuance Costs, or ASU 2015-03. ASU 2015-03 amends current presentation
guidance by requiring that debt issuance costs related to a recognized debt liability be presented in the balance sheet us a
direct deduction from the carrying amount of that debt liability, consistent with debt discounts. Prior 1o the issusnce of ASU
2015-03, debt issuance costs were required to be presented as an asset in the balance sheet, We adopted the provisions of
ASU 2015-03 upon issuance and prior period amounts have been reclassified to conform to the current perind presentation.
As of December 31, 2014, $0.7 of debt issuance costs were reclassified in the consolidated balance sheet from other current
assets to current portion of long-term debt and $107.6 was reclassificd from other noncurrent assels to Jong-term debs, less
current ponion. The adoption of ASU 2015-03 did not impact our consolidated financial position, results of operations or
cash flows.

Tny June 2014, the FASB issued Accounting Standards Update No. 2014-11, Transfers and Servicing (Topic 860):
Repurchase-to-Maturity Transactions, Repurchase Financings, and Disclosures, or ASU 2014-11. This amendment requires
repurchase-to-maturity transactions to be accounted for as sccured borrowings and eliminates previous guidance for
repurchase financings. The amendment also expands the disclosure requirements releted to certain transactions nccounted for
08 sccured borrowings and certain transfers accounted for as sales when the transferor also netains substantioily all of the
exposure to the economic return on the tranefermed Financial nssets throughout the temm of the transaction. The amendments
rclated 1o the accounting of, and disclosure requiremenis for, certain transactions accounted for os a sale became effective as
of January 1, 2015 and did not have an impact on aur consolidated financial position, results of operations, cash fiows or
disclosures, The new disclusure requirements for repurchase agreements, securitics lending transaclions snd repurchase-to-
maturity transactions accounted for as secured borrowings became effective as of April 1, 2015 See Note 4, "Investments -
Securities Lending Programs,” for additional disclosure information related to the adoption of ASU 2014-11.

Recens Accounting Guldance Not Yet Adopted: In January 2016, the FASB issued Accounting Standards Update No
2016-01, Financial Instruments - Overall (Subtopic 825-10): Recognition and Measurement of Financial Assels and
Financial Liabilities, or ASU 2016-01. The amendments in ASU 2016-01 change the accounting for non-consolidated equity
investments that are not accounted for under the equity method of accounting by requiring changes in fair vaive to be
recognized in income, Under current guidance, changes in fair value for investments of this nature are recopnized in
accumulated other comprehensive income as o component of sharcholders' equity. Additionally, ASU 2016-01 simplifies the
impairment assessment of equity investments without readily determineble fair values; requires entitics (o use the exit price
when estisnating the fair valus of financial instruments; and modifics various presentation disclosure requirements for
financia instruments. ASU 2016-01 is cifective for interim and annual reporting periods beginning after December 15, 2017,
We are curfently cvaluating the effects the adoption of ASU 2016-01 will have on owr results of operations and related
disclosures.

In August 2015, the FASB issued Accounting Standerds Update No. 2015-14, Revenue from Contracts with Customers
(Topic 606): Deferral of the Effective Date. This amendment defers the effective date of the previously issued Accounting
Standnrds Update No. 2014-09, Revene from Contracts with Customers (Topic 606), or ASU 2014-09, until the interim and
ennual reporting petiods beginning after December 15, 2017 Earlicr application is permitied for interim end annual reporting
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periods beginning afier December 15, 2016. We intend to adopl the provisions of ASU 2014-09 for interim and annual
reporting periods beginning after Decemmber £5, 2017. Upon the effective date, ASU 2014-09 will supersede almost all
existing revenue recognition guidance under GAAP, with certain exceptions, inctuding an exception for revenue accounted
for in accordance with the provisions of Accounting Standards Codification Topic 944, Financial Services - Insurance, of
Topic 944. ASU 2014-09 will require 8 company to recognize reveoue when it transfers promised goods or services to
customers in an amount that refieets the consideration to which the company expects to be entitled in exchange for those
goads or services. An entity has the option to apply the provisions of ASU 2014-09 cither retrospectively to cach prior
reporting period presented or retrospectively with the cumulative effect of initially applying the new guidance recognized at
the date of initial application. We are currcnily evaluating the cffects the adoption of ASU 2014-09 will have on our results
of operations, cash flows, consolidated financial position and relaled disclosures.

In May 2015, the FASB issued Accounting Standards Update No. 2015-09, Financial Services—Insurance (Topic 944):
Disclosures about Skort-Duration Contracts, or ASU 2015-09, This amendment requires new and expanded disclosures in
interirn and annual reporting periods related to the liability for unpaid claims and claim adjustment expenses for short-
duration insurence contracts. ASU 2015-09 is efective for ennul reporting periods beginning after December 15, 2015, and
inteitn reparting periods within annual reporting periods beginning aficr Decembet 15, 2016 The adoption of ASU 2015-09
will not impact our consolidated financial position, results of aperations or cash flows.

In April 2015, the FASB issued Accounting Standards Update No. 2015-05, fntangibles - Goodwill and Other -
Internal-Use Software (Subtopic 350-40): Customer's Accounting for Fees Paidina Cloud Computing Arrangentent, or
ASU 2015-05. This amendment provides guidance to help entities determine whether a cloud computing amangement
contains a software Jicense that should be accounted fot as internal-use software or as a service contract, ASU 2015-05 is
effective for interim and annual reporting periods beginning afler December 15, 2015. Upon adoption, an entity has the
option to apply the provisions of ASU 2015-05 either prospectively to all amangerents entered into or materially medified,
or retrospectively, The adoption of ASU 2015-05 is not expected to have a material impact on our consolidated financial
pusition, results of operations or cash flows

In February 2015, the FASB issued Accounting Standards Update No, 2015-02, Consolidation {Topic 810):
Amendments to the Consolidation Analysis, or ASU 2015-02. ASU 2015-02 amends current consolidetion guidance by
modifying the evaluation of whether limited partnerships and similar legal entities are variable interest entitses or voting
interest entitics, eliminating the presumption that e general partner should consotidate a limited partnesship, and affects the
consolidation analysis of reporting entities that are invelved with variable interest entitics. ASU No. 2015-02 is effective for
interim and annual reporting periods beginning after December 15, 2015 Al legal entities ere subject to reevaluation under
the revised consolidation medel. The adoption of ASU 2015-02 is not expected 10 have a materinl impact on our consolidated
financiat position, results of operations or cash flaws

There were tio other new accounting protiouncements that were issued or became cffective during the year ended
December 31, 2015 that had, or are expected 1o have, a material impact on our financial position, results of operations, cash
flows or financie] statement disclosures.

3. Business Acquisitions and Divestiture
Pending Acguisition of Cigna Corperation

On July 24, 2015, we and Cigna Corporation, or Cigna, announced that we entered into an Agrecment and Plan of
Merger, or Merger Agreement, dated as of July 23, 2015, by end among Anthem, Cigna and Anthem Merger Sub Corp., a
Delaware corporation and our dircct wholly-owned subsidiary, pursuant to which we will acquire ail outstanding shares of
Cigna, or the Acquisition. The Acquisition will further our goal of creating a premier health benefits company with critical
diversification and scale to lead the transformation of health care delivery for consumers, Cigna is a global heelth services
organization that delivers affordable and personalized products and tervices to customers through cmployer-based,
government-sponsored and individual coverage ammangements All of Cigna's products and services are provided exclusively
by or through its operating subsidiarics, including Connecticut General Life Insurance Company, Cigna Health and Lile
Insurance Company, Life Insurance Company of North America and Cigna Life Insurance Company of New York. Such
products and services include an integrated suite of health services, such as medical, dental, behavioral health, pharmacy,

94




00098

10-K Page 98 of 163

Anthem, Inc.
Notes to Consolidated Financial Statemnents {continued)

vision, supplemental benefits, and other related products including group life, accident and disability insurance Cigna
maintains sales capability in 30 countries and junsdictions.

Under the terms of the Merger Agresment, Cigna’s shareholders will receive $103.40 in cesh and 0.5152 shares of our
common stock for each Cigna commen share outstanding. The value of the transaction is cslimated to be approximately
$53,000.0 based on the closing price of our comman stock on the New York Stock Exchange on July 23, 200 5 The final
purchase price will be determined based on our closing stock price on the date of closing of the Acquisition. The combined
company will refleet & pro forma equity ownership comprised of approximately 67% Anthem sharcholders end
approximetcly 33% Cigna shareholders. We expect to finance the cash portion of the Acquisition through avuilable cash on
hand and the issuance of new debt. We entered into a bridge facility commitment fetter and a joinder agreement with a graup
of lenders which wilk provide up to $22,500 0 under & 364-day senior unsccured bridge term loan eredit facility to finance the
Acquisition in the event that we have not received praceeds from any combination of (i) scnior unsecured term loans, (ii)
common or preferred cquity or equity-linked securilies and/or (iii) senior unsecured notes in & public offering or private
placement in an aggregate principal amount of at least $22,500 0 prior to the consummation of the Acquisition. In addition,
in August 2015, we entered into a term loan facility which will provide up to $4,000.0 to finance a portion of the
Acquisition, The commitment of the lenders to provide the bridge facility and the term loan facility is subject to several
conditions, including the completion of the Acquisition.

Acquisition of Simply Healthcare

On Februacy 17, 2015, we completed our acquisition of Simply Healthcare, a leading managed care company for people
enrolled in Medicaid and Medicare programs in Florida. This acquisition aligns with our strategy for continued growth in our
Government Business segment.

In accardance with FASB accounting guidance for business combinations, the consideration transferned was allocated to
the fair value of Simply Heallhcare's assets scquired and liabilities essumed, including identifiable intangible assets. The
excess of the consideration transferred over the fair value of net assets acquired resulted in non-tax-deductible goodwill of
$474.7 at Decomber 31, 2015, alk of which was allocated to our Government Business segment. Goodwill recognized from
the ecquisition of Simply Healthcare primarily relates to the future cconomic benefits arising from the assels acquired and is
consistent with our siated intentions to strengthen our position and expand operations in the govemnment sector to service
Medicaid and Medicare enrolless. Subsequent to the acquisition date, we recognized a $14.2 reduction to goodwill primarily
related to adjustments to provisional amounts of intangible assets recorded on the acquisition date.

The fair value of the net assets acquired from Simply Healthcare includes $430.0 of other intangible assets, which
primecily consist of indefinite-Tived state licenses and finite-lived customer refationships with amortization periods ranging
{rom 2 to 4 years.

The results of operations of Simply Healthcare are included in our consolidated financial statements within our
Govemment Business scgment for the periad following February 17, 2015, The pro-forma effects of this scquisition for prior
periods werc not malerial to our consolidated results of operations.

Dhvestiture of 1-860 CONTACTS

§n December 2013, we catered into a definitive agreement 1o sell our 1-800 CONTACTS business to the private equity
firm Thomas H. Lee Partners, L.P. Additionuily, we entered into an asset purchase agreement with Luxottica Group to scli
our glasses.com related assets, or collectively, 1-800 CONTACTS, The operating results for 1-800 CONTACTS are reported
as discontinued operations in the accompanying consolidated statements of income, These results were previously reported
in the Commercial and Specialty Business segment.
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The sales were completed on January 31, 2014 and did not result in any material difference to the loss on disposal from
discontinued operations recorded during the year ended December 31, 2013, Priot to the sales, 2014 income from
discontinued operations, niet of 1ax, was $9 6, Summarized financial information for the 1-800 CONTACTS discontinued
operations for the year ended December 31, 2013 is as follows:

2013
Revenues $ 4347
Income from discontinued operations before tax 5 173
Income tax benefit (2.6)
Income from discontinued operations 199
Loss on disposal from discontinued operations, net of tax (164.5)
Loss from discontinued operations, net of tax 5 (144.6)

In connection with the sale of 1-800 CONTACTS, we recognized a loss on disposal of $221 8, net of an income tax
benefit of §57.3 for the year ended December 31, 2013. The loss on disposal was calculated as the differsnce between the
fuir value, as determined by the sales agreements less costs to scli, and the carrying value of the held for sale assets at
December 31, 2013,
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4. Investments

A summary of current and long-tenm investments, available-for-sale, at December 31, 2015 and 2044 is as follows:

Non-Credit
Component of
Other-Then-
Groea Unceslized Losses Temporary
Contor Gross Impairments
Amortized  Unrealized Les than 12 Monih Eall d Recognized In
Cost Gains 12 Months ar Geeater Fair Value AOCI
December 31, 2015
Fixed maturity securitica:
United States Government
securitics § 3495 § 20 % (16) § — § 34995 § —
Govemment sponsored securities 756 05 ©.n (0.1) 75.9 -
States, mynicipalities and political
subdivisions, iax-exempt 59767 284 4 4.0) (52) 6,251.6 -
Corporate securities 82097 611 (267.2) (110.5) 7.893.1 {15.4)
Residential mongage-backed
securities 17245 412 (76) (7.2) 1,7509 —
Commercial morigage-backed
securities 4016 14 {4.3) 04) 4043 —-
Other debt securities 756.8 41 (5.8) (26) 7525 —_
Total fixed maturity securities 17,5004 3944 {290.6) (1260) 174782 § (15.4)
Equity securities §,083.1 4206 (309 o 1,472.8
‘Total investments, available-for-sale  $18,583.5 § 8150 § (321.5) $ (1260) 5189510
December 31, 2014
PFixed maturity securities
United States Government
securities $§ 3157 % 45 $ 03 § — § 3200 ¥ —
Govemnment sponsored sccurities 646 08 — (04) 950 e
States, municipalities and political
subdivisions, tax-exempt 5451.4 2870 {18 [el1)] 57336 —
Corporate securilies 83359 1629 (1231} 43.2) 83325 (6.8)
Options embedded in convertible
securities 98.7 — — — 987 —_
Residential mortgage-backed
securitics 2,099.7 689 0 (8.6) 2,1590 -
Commercial morigape-backed
securitics 504.8 6.1 (0.6} (04) 509.9 —
Other debt securities 720.3 6.1 (. {16) 731 —_
Total fixed maturity securities 17,621.1 5364 (128.5) 512y 17918 $ {68)
Equity securities 1,3307 6185 {1.1) — 19381

Total investments, available-for-sale  $189518 § 1,549 § (1396) § (572) £ 19,9099

At December 31, 2015, we owned $2,155 2 of mortgage-backed securities end $698 6 of asset-backed securities out of a
total available-for-sale investment porfolio of $18,951.0. These sccurities included sub-prime and Alt-A securities with fair
values of $30 9 and $58.2, respectively. These sub-prime and Alt-A sccurities had accumuiated net unreatized gaing of $1.0
and $3 3, respectively. The average credit rating of the sub-prime and Alt-A securities was “CCC"” and “CC", respectively.

At December 31, 2015, we owned $777 2 of energy scetor fixed maturity securities out of a total available-for-sale
investment portfolio of $18,951.0. These energy sectar securitics had accumulated net unrealized losses of $172 0.
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For available-for-sale securities in an unrealized loss position at December 31, 2015 and 2014, the following table
surntnarizes the spgregnte foir values and gross unrealized losses hy length of time those securities have continuously becn in

an unrealized loss position
Less ilsm 12 BMonihs 12 Meniha or Greater
Groy Grons
Number ol Eni 4 Unrenllzed Number of Estimated Unreallzed
Securitiea Fair Value Lois Securilies Fair Value Lats
(Securities are whole amounts)
December 31, 2015
Fixed maturity securities:
United States Government securitics 48 $ 2484 § {1.6) 2 5 09 % —
Govemment sponsored securities 13 {83 on 6 82 (0.1}
States, municipalities and political
suhdivisions, tax-exempt 198 4678 40 43 830 (52)
Corporate securities 2,492 49123 (267 2) an 4470 {1105)
Residential mortgage-backed
securitics 298 6683 (7.6 119 1863 (1.2)
Commercial mortgage-backed
securities 66 263.0 43) 17 385 (0.49)
Other debt securities 153 4882 (5.9) 28 110 (2.6)
Tota! fixed maturity securitics 3,268 70663 (290.6) 587 840.9 (i26.0)
Equity securities 792 261.1 (309) —" — —_
Tota! fixed maturity and equity securitics 4060 § 73274 § (3215) 587 § 8409 § (126.0)
December 31, 2014
Fixed maturity securitics:
United States Govemment securities 17 § 1453 § {0.3) 28 09 § -—
Govemment sponsorcd securities 2 03 - 16 293 04)
Statcs, municipalitics and political
subdivisions, tax-cxempt 136 3156 {1.8) 80 1743 30
Corporale securities 1,802 32133 {123.1) 314 5146 {43.2)
Residential morigage-backed
securitics 78 1550 {1.0) 186 3583 (3.6)
Commercial monigage-backed
securities 43 1562 (06) 10 332 (04)
Other debt securities 79 2706 (tN 21 65.0 (16)
Total fixed maturity securities 2,157 42563 (128 5} 629 1,2156 (57.2)
Equity sccurities 407 1254 (en — _— —
Total fixed maturity and equity sccurities 2564 § 43817 § (1396) 629 § 12156 § {572}
.08
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The amoriized cost and fair value of available-for-sale fixed maturity securities at December 31, 2015, by contractual
maturity, are shown below. Expected maturities may differ from contractual maturities because the issuers of the securities
may have the right to prepay obligations.

Amertited Eytisnnied

Cost Fair Valus
Due in one year or fess H 2766 % 2786
Due sfter one year through five years 4,8729 47923
Due ofter five years through ten years 5,392.0 5,390.1
Due after ten years 4,826.8 4,862,0
Mortgage-backed securities 2,132.1 2,1552
Total available-for-sale fixed matunity securities $ 175004 & 174782

The major categories of net investment income (loss) for the years ended December 31 are as follows:

2013 2014 013
Fixed matunity securiics $ 679.0 ' % 6441 § 6389
Cyuity seourities 61.7 577 459
Cash equivalents 07 08 1.0
Other (22.6) 663 198
Investment income 7188 7689 705.6
Investment expense (41.2) (44.5) (46.5)
Net investment income s 6716 §$ 7244 § 659.1

9.
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Net realized investment gains/losses and net change in unrealized appreciation/depreciation in investments for the years

ended December diare as follows:

Net realized grins (Josses) on investments:

Fixed maturity securities:
Groass realized gains from sales
Gross realized losses from sales
Net realized (losses) gains from sales of fixed maturity securities
Equity securities:
Gross realized gains from sales
Groas reslized losses from sales
Net realized gains from sales of equity securities
Other investments:
Gross realized gains from sales
Gross realized losses from sales
Net realized gains (losses) from sales of other investments
Net realized gains on investments

Other-than-lemporary impairment losses recognized in income:

Fixed maturity sccurilies
Equity securitics
Other invested assets, long-term
Other-than-temperary impaiment losses recognized in income

Change in net unrealized (losses) gains on investments:

Fixed maturity securities
Equity securities
Qther invested asscts, long-term
Total change in net unrcalized (losses) gains on investments
Deferred income tax benefit (expense)
Net change in net unrealized (losses) gains on investments

Net realized gains on investments, other-than-temporary impainment

lusses recognized in income and net change in net unrealized
(losses) gaing on investments

2018 2014 2013
1359 % 1982 § 2259
(182.1) {50 6) (125.7)
46.2) 1476 1002
2334 935 189.6
(45.1) (139) {13.4)
1883 9.6 1762
135.8 144 1072
(124.4) {64.6) Qi

154 (50.2) 45}
151.5 1770 2719
(3t.2) (22.3) (425)
(356) (13 5) (139}
(16.6) (13.2) {42 5)
(83.4) (49.0) (98.9)
(3729) 145.2 (679.8)
217.7) 36,5 2254
41} - -
(594.7) 1817 (454 4)
2104 (6313 1597
(384.3) 118.6 (294.7)
(3102) $ 2466 $ (1217

A primary objective in the management of our fixed maturity and equity portfolios is 1o maximize total retumn relative to

-100-

underlying liabilities and respective liquidity needs. In achicving this goal, asscts may be sold to take advantage of market
conditions or other investment opportunitics as well as tax considcrations, Sales will generally produce realized gains and
losses. [n the ardinary course of business, we may sell securities at a loss for a number of reaseny, including, but not limited
t0: {i) changes in the investment environment; (ii) expectations that the fair value could deteriorate further, (iii) desire to
reduce exposure (o &n issuer or an induslry; (iv) changes in credit quality; or {v) changes in expected cash flow
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Proceeds from fixed maturity securities, equity securities and other invested nssets and the related gross realized gains
and gross reatized losses for the years ended December 31 are as follows:

2015 1014 2013
Procecds $ 117798 § 102559 § 136628
Grass realized gains 509.1 306.1 5237
Gross reafized losses (351.6) (128.1) (250.8)

A significant judgment in the valuntion of investments is the determination of when an olher-than-temparary decline in
value hes occurred. We follow a consistent and systematic process for recognizing impairments on securities that sustain
other-than-temporary declines in value. We have established a commitiee responsible for the impairment review process
The decision to impair 8 security incorporates both quantitative criteria and qualitative information, The impairment review
process considers a number of factors including, but not limited to: (i) the length of time and the cxtent to which the fair
value has been less than book value, (i) the financial condition and near term prospects of the issuer, (iii) our intent and
ability 10 retain impaired investments for o period of time sullicient to allow for any anticipated recovery in fair value,

{iv) our intent to scli or the likelihoad thot we will need 1o sell a fixed maturity security before recovery of its amortized cost
basis, {v) whether the debtor is current on interest and principal payments, (vi) the reasons for the decling in value (i.e, credit
cvent compared 10 liquidity, general credit spread widening, currency exchange rate or interest rate factors) and (vii) general
market conditions and industry or sector specifiic factors. For securities that are deemed to be other-than-temporarily
impaired, the security is adjusted to fair value and the resulting losses arc recognized in the consolidnted statements of
income. The new cost basis of the impaired securities is not increased for {uture recoveries in foir vajue,

Other-than-temporary impairments recorded in 2015, 2014 and 2013 were primarily the result of the continued credit
deterioration on specific issuers in the bond markels and the {air values of certain equity securities remaining below cost for
an extended period of time, There were no individually significant OTTI losses on investments by issuer during 2015, 2014
or 2013

Investment sccurities are exposed to various risks, such as interest rate, market and credit. Due to the level of risk
associated with certain investrient securities and the level of uncertainty related te changes in the value of investment
secutities, il is possible that changes in these risk factors in the near term could have an adverse material impact on our
results of operations or sharcholders’ equity.

The changes in the amount of the credit component of GTTI losses on fixed moturity securities recognized in income,
for which n portion of the OTTT losses was recognized in other comprehensive income, was not material for the years ended
December 31, 2015, 2014 or 2013,

At Decemnber 31, 2015 and 2014, no investments cxceeded 10% of sharcholders’ equity.

At December 31, 2015 and 2014, the carrying value of fixed maturity investments that did not produce income during
the years then ended were $0.2 and $9 2, respectively.

As of December 31, 2015 we had commitied approximately $662.3 to future capita calls from various third-party
investments in exchange for an ownership interest in the related entities.

At December 31, 2015 and 2014, securitics with carrying valucs of approximately $558.2 and $504 .4, respectively, were
deposiled by our insurance subsidinries under requirements of regulatory authorilics.

I the tobles above, certain amounts for the years ended December 31, 2014 and 2013 have been reclassified to conform
lo the current year presentation. The reclassifications do not impact amounts presented in the financial statements.

Securitles Lending Prugroms
The fair value of the collateral received at the time of the securities lending transactions amounted to $1,300 9 and

$1,515.3 at December 31, 2015 and 2014, respectively. The value of the callateral represented 103% of the market value of
tbe securities on loan at December 31, 2015 and 2014,
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The reinaining contractual maturity of our securities lending agreements at December 31, 2015 is as follows:

Overnight Greater
wnd Less than ‘Than $0
Contlonous 0 days  J0-90dap dsys Tetal
Securities lending transactions

United States Govemment securities $ 10238 97 % 10 § 321 § 1451
Corporale securities 8133 - — - 8133
Enquity securities 300.2 63 - -_— 306.5
Other debt securities 360 — - - 360
Total $12518 § 160 § 16 § 321 § 13009

-102-
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5. Derivative Financial Instruments

A summary of the apgregate contractupl or notional amounts and estimaied fair velues related to derivative financial
instrurnents at December 31, 2015 and 2014 is as follows:

Contractust/ Estlmated Fair Value
Natioosl
Amount Balance Sheet Location Asset {Liabilley)
December 31, 2015
Heslpling instruments
Intercst tate swaps - fixed to floating $ 13850 Other assets/other fiabilities 5 70 $ (08
Interest rate swaps - forward starting pay
fixed 4.6500 Other assets/other liabilities 157 (90.9)
Subtotal hedging 6,0350 Subtotal hedging 227 (21.7)
Non-hedging Intruments
Interest rate swaps N7 Equity securities 12 (60)
Options 169174 Other assets/other liabilities 305.7 {332.1)
Futures —  Equity securitics 0l (0.2)
Subtotal non-hedging 17.189.1 Subtotal non-hedging 307.0 (338.3)
Total derivatives $ 232241 Total derivatives 3297 (430.0)
Amounts netted (170.6) 1706
Net derivatives $ 1591 § (2594)
December 31, 2014
Hedging instruments
Interest rate swaps - fixed to floating $ 11850  Other assets/other liabilities $ 26 § (78
Non.! instrument
Derivatives embeddad in convertibie fixed
maturity securities 2870 Fixed maturity securitics 987 —
Interest rate swaps 979 Pquity securities — 9.4)
Options 12,2085  Other asscts/other linbilities 42R.0 (458.4)
Futures —  Equity secwrities 05 (1.5)
Subtotal non-hedging 12,5934 Subtetal non-hedging 5272 (469 3)
Tota) derivatives $ 13,7784  Tola derivatives 5298 (477.1)
Amounts netted 216.7) 216.7
Net derivatives $ 331 § (2604)
-103-
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Falr Value Hedpes
We have entered into vatious inlerest rate swap contracts 1o canvert a portion of our interest rate exposure on our long-

torm debt from fixed rutes to Noating mtes, The floating rates payable on all of our fair value hedges are benchmarked to
LIBOR A summary of our outstanding fair value hedges at December 31, 2015 and 2014 is as follows:

Year Outstanding Notions! Amouni

Eniered Tnterest Rate
Type of Fair Vstue Hedges Iato WS 2014 Recelved Expiration Dale

Interest rate swap 2015 § 2000 $ _ 4350 % August 15,2020
Interest rate swap 2014 1500 1500 41350 August 15,2020
Interest rate swap 2013 100 10.0 4.350 August 15,2020
Interest rate swap 012 200.0 2000 4350 August 15, 2020
Interest rate swap 2012 625.0 6250 1.875 January 15, 2018
Interest rate swap 2002 2000 2000 2375 February 15, 2017
Total notional amount outstanding $ 1,380 § 11850

A summary of the effect of fair value hedges on our income statement for the years ended December 31, 2015, 2014 and
2013 is as follows:

Income Statement

Incosie Statement Hedge Locaiion of Hedged liem
Lacation of Hedge Gain Hedged liem Lo
Type of Fir Valoe Hedges Gain Rezognlzed Hedged len Lasns Recognized
Year ended December 31, 2015
Interest matc swaps Interestexpense $ 121 Fixed rate debt Interestexpense §  (12.1)
Year ended December 31, 2014
[nterest rate swaps Interestexpense $ 255 Fixed rate debt Intercstexpense $ (25.5)
Year ended December 31, 2013
Interest rate swaps Interestexpense $ 315 Fixedratedebt Interestexpense §_  (315)
Cash Flow Hedges

During the year ended December 31, 2015, we entered into 8 series of forward starting pay fixed interest rate sweps in
the notional amount of $4,650.0, with the ohjective of climinating the variability of cash lows in the interest payments on
amticipated future financings beginning in 2017, At Deccmber 31, 2015, $4,650.0 was outstanding under these swaps, No
cash flow hedges were outstanding st December 31, 2014,

The unrecognized loss for all outstanding and terminated cash flow hedges included in accumulated other
comprehensive income, net of tax, wes $81.1 and $35.9 at December 331, 2015 and 2014, respectively. As of December 31,
2015, the total amount of amortization over the next twelve months for all cash flow hedges will increase interest expense by
approximately §5.8.
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A summary of the effect of cash flow hedges on our financial statements for the years ended December 31, 2015, 2014

and 2013 is os follows:

Effective Portlon
!m::: ;':;:;e:;:nl InefTective Partion
Pretns Hedge Lo Hedge Lost
Loss Reclansification  Reclassified from Incoms
Recognited from A lated A Isied St
la Otber Other Other Lecatlon of
Comprehenak Comprehensive Comprehensive Lon Hedge Lons
Type of Cash Flow Hedge Income (Lom) Income Income Recognized Recognized
Year ended December 31, 2015
Forward starting pay fixed
swaps § {(752)  Interest cxpense 3 (5.5 None s —
Year ended December 31, 2014
Forward starting pay fixed
swaps $ — Interest expense $ (5.0) None 5 —
Year ended December 31, 2013
Forward starting pay fixed
swops —  Interestexpense $ {4.6) Nane 5 —

We test for cash flow hedge effectiveness at hedge inception and re-assess at the end of each reporting peried. No

amounts were excluded from the assessment of hedge effectiveness.
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Non-Hedglug Derlvatives

Page 109 of 163

A summary of the effect of non-hedging derivatives on our income statement for the years ended December 31, 2015,

2014 and 2013 is os follows:

Income Statement Loceation of g:i':;“mh:)
Type of Non-hedging Derivatlves Galn (Loss) Recognized Recognized
Year ended December 31, 2015
Derivutives embedded in convertible fixed maturity
securities Net realized gains on investments s @
Inferest rate swaps Net realized gains on investments (1.9
Options Net realized gnins on investments 347
Futures Net realized gains on invesiments (0.1)
Swaplions Net realized gains on investments N
Total $ 10.4
Year ended December 31, 2014
Derivatives embedded in convertible fixed maturity
securities Net realized gains on investments H 116
Intrest rate swaps Net realized gains on invesiments (116)
Options Net realized pains on investments (54.6)
Futures Met realized gains on investments {100}
Swaptions Net realized gains on inveshments 13
‘Total $ (63.3)
Year ended December 31, 2013
Derivatives embedded in convertible fixed maturity
securilies Net realized gains on investments s s
Interest rate swaps Net realized gains on investments 22
Options Net realized gains on investments (11LT
Futures Net realized gains on investments 23
Swaplions Net realized gains on investments $ 30
Tolat $ (2.7
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6. Fair Value

Assets and liabilitics recorded at fair value in the consolidated balance sheets are categorized based upon the level of
judgment associated with the inputs used to measure their fair value. Level inputs, as defincd by FASB guidance for fair
value measurements and disclosures, are as follows:

Level Inpug: Input Definitlon:

Level I Tnputs are unadjusted, quoted prices for identical assets or libilitics in active markets at the measurement
date.

Level I1 Tnputs other than quoted prices included in Lovel I that are observable for the asset or linbility through
comoboration with market data at the measurement date.

Level 11 Unobscrvable inputs that reflect management’s best estimate of what market participants would use in

pricing the asset or liability at the measurement date,

The following methods, assumptions and inputs were used to detenmine the fair value of each class of the following
assets and liabilities recorded at fair value in the consolidated balance shects:

Cash equivalents: Cash equivnlents primarily consist of highly rated money market funds with maturities of three
months or less, end are purchased daily at par value with specified yield rates. Due to the high ratings and shor-term nature
of the funds, we designate ell cash equivalents as Level 1.

Fized maturity securities, available-for-sale: Fair values of available-for-salc fixed maturity securities are based on
quoted market prices, where availuble, These fair values are obtained primarily from third party pricing services, which
generally use Level | or Leovel 11 inputs for the determination of fair value lo facilitate fair value measurcments and
disclosures. United States Government securitics represent Level [ securities, while Level Il securities primarily include
corporate securities, securities from states, municipatities and political subdivisions, mortgage-backed securities and certgin
other astet back securities. For securities not actively fraded, the pricing services may use quoted market prices of
comparable instruments or discounted cash flow analyses, incorporating inpuls that are currently observable in the markets
for similar sccurities. We have controls in place to review the pricing services’ qualifications and procedures used to
determine fair values. In addition, we periodically review the pricing services’ pricing methodologies, data sources and
pricing inputs to ensure the fair values oblained are reasonable. Inputs that are often used in the valuation methodologies
include, but are not limited to, broker quotes, benchmark yields, credit spreads, default rates and prcpayment speeds. We also
huve certain fixed maturity securities, primarily corporate debt securities, that are designated Level 111 sccuritics, For these
sequritics, the valuation methodologies may incorpotute broker quotes or discounted cash flow analyses using assumptions
for inputs such as expected cash flows, benchmark yiclds, credit spreads, default rates and prepayment speeds that are not
observable in the markets.

Equity securities, available-for-sale: Fair values of equity secutitics are generally designaled s Level 1 and are based on
quoted merket prices, For certain equity securities, quated market prices for the identical security are not always available
and the fair value is estimated by reference to similar securities for which quoted prices are available, These securities are
designated Level 11, We also have cerain cquity securitics, including privats equity securities, for which the fair value is
estimated based on cach securitys current condition and future cash flow projections. Such securities are designated Level
1. The fair values of these private equity securities are generally based on either broker quotes or discounted cash flow
projections using assumptions for inputs such as the weighted-sveraga cost of capital, long-lerm tevenue growth rates and
enmings befote interest, taxcs, depreciation and amortization, or EBITDA, and/or revenue multiples that are not observable
in the markets

Other invested assets, current; Other invested assets, current include securities held in rabbi trusts that are clessified as
trading, These securities are designated Level I sccucities as fair values ars based on quoted market prices.

Sccurities lending collateral: Fair values of securitics lending collatesal are based on quoted market prices, where
available. These fuir values are obtained primarily from third party pricing scrvices, which generally use Level | or Level Il
inputs for the determination of fair value, to facilitate fair value measurements and disclosures.
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Derivatives: Fair values arc based on the quoted market prices by the financial institution that is the counterparty to the
derivative trmnsaction. We independently verify prices provided by the counterparties using vatuation models that
incorporate market observable inputs for similar derivative transactions. Derivatives erc designated as Level [1 securities

In addition, the following methods and assumplions were used to determine the fair value of each ¢lss of pension
benefit plan assets and other benefit plan assets not defined above (see Note 10, “Retirement Benefits,” for fair values of
benefit plan assets):

Musrtal funds: Faic volues are bosed on quoted market prices, which represent the net asset value, or NAY, of shares
held.

Common and collective trusts: Fair values of common/collective trusts that replicate traded money market funds are
based on cost, which approximates fair value. Fait values of common/collective trusts that invest in securitics are valued at
the NAV of thc shares held, where the trust applies fair value measurements to the underying investments to determine the
NAV.

Parmership interests: Fair values arc estimated based on the plan’s proportionate share of the undistributed partners’
capital as reported in audited financial statements of the parinership.

Contract with insurance company: Fair value of the contract in the insurance company general investment account is
determined by the insurance company based on the fair value of the underlying investments of the account.

frrvestment in DOL 103-12 trust: Fair value is based on the plan’s proportionate share of the fair value of investments
held by the trust, qualificd as a Department of Labor Regulution 2520.103-12 entity, or DOL 103-12 trust, as reported in the
audited financial siatements of the trust, where the trustec applies fair value measurements to the underlying investments of
the trust.

Life inswrance contracts: Fair velue is based on the cash surrender value of the policies as reporied by the insurer
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A summary of fuir value measurements by level for nssets and liabilities measured at fair value on a recurring basis at

December 31, 2015 and 2014 i3 ns follows:

December 31, 2015
Assels:
Cash equivalents
Investments available-for-sale
Fixed maturity securitics:
United States Government securities
Government sponsored securities
States, municipalities and political subdivisions, tax-exempt
Corporate securities
Residentiat mortgage-backed securitics
Commercial morgege-backed securities
Other debt securities
Total fixed maturity securities
Equity securities
Other invested assets, current
Sccurities lending collateral
Derivatives (reportcd with other essects)
Total assets
Linbilities:
Derivatives (reported with other lisbilities)
Total Jinbilities

December 31, 2014
Assels:
Cash equivalents
Investments available-for-sale:
Fixed maturity securities:
United States Government securities
Gavemment sponsored securities
States, municipalitics and political subdivisians, tax-exempt
Corporate securitics
Options embedded in convertible securities
Residential mortgage-backed securities
Commercial morigage-backed securities
Other debt securitics
Total fixed maturity securities
Equity securities
Other invested assets, current
Securitics lending collateral
Derivatives excluding embedded options (reported with other assets)
Total assets
Linbillties:
Derivatives {reported with other fiabilities)
Total liabllities
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Level1 Leved 11 Level 1L Total
$ 70108 — $ — § 7000
3499 - — 3499
. 759 = 759
— 62516 — 62516

776 76293 1862 7,893
— 17509 - 1,7509
— 4024 19 4043
557 6712 256 7525
4832 167813 2137 174782
1,2538 169 1021 14728
19.1 — — 19.1
708.1 5623 —  1,3004
— 1594 — 1591
$3,1652 $I17.6496 §$ 3158 $21,1306
§  — § (2948 — § (2594)
$ — § 2945 — § (2594
$ 528 — $§ — 8§ 5M2
3200 = — 3200
s 95.0 — 950
— 57336 — 57336
71 81808 1446 83325
— 98.7 — 98.7
— 21590 — 2,590
— 5066 33 5099

892 627.3 66 7.1
4163 174010 1545 1797i8
1,6969 1929 483 19381
202 = — 202
8083 7069 — 15152
—  2u8 — 2248
$35140 S$165256 § 2028 $22.2433
§ — §$ (%04) S — § (2604)
$ — § (2604) S — § (2604)
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A reconciliation of the beginning and ending batances of assets measured at fair value on a recurving basis using Level
1 inputs for the years ended December 31, 2015, 2014 and 2013 is as follows:

Wesldenilal C ol

Morigage- Mortgage-

Carporate backed thached Qilier Dehit Equity
Securilles Securities Secarltles Secwrhiies  Securitles Tota}
Year ended December 31,2015
Beginning batance st Jaouary 1, 2015 $ 1446 - % 31 % 66 $ 483 5 029
Total (losses) gains:
Recognized in net income 14 - - 02 1% 01
Recognized fa lated other comprehensi
income 07 — (1)) 19 44
Purchases 1326 -— 11 283 521 4t
Sales {nn = {n o9 (13 8) (275)
Seitlements (516) - {14) [(F3] - (53D
Transfers into Level I 42 - - 131 179
Transfers out of Level ITI {34 6} - - {82) — {428
Ending balance st Decomber 31, 2015 $ 1R62 - % 19 $ W6 0§ 021 0§ 3158
Change in unrealized losses inciuded in net income
refated 1o assets still held for the year ended
December 31, 2015 s 08 - § - 3 — 3 (9 5 Q2w
Yeur ended December 31, 2014
Beginning balance w Janvary 1, 2014 § 1152 - 3 65 3 1458 5 44 5 1T
Total (lostes) gainy:
Recognired in et income “a - - - 7 (51)
Recognized in luted other comprehensi
income s - — 04 28 1?7
Purchases 689 - 36 [} 159 949
Sales {8 0) - —_ 1) (10 6) (622}
Senlements o - on @4 - (s n
Tranafers into Level L1 2B - - — 248
Teunsfers out of Level T 94) - an (n 0% {24 1)
Ending balance st December 31, 2014 3 14456 B - § 3 3 66 3 433 s 1na
Change in untrealized lotaes included in net income
related (o assets sBll held foc the year ended
December 31, 2014 g (1} 3 - - $ s {(oh § (L9
Year Ended December 31, 2013
Beginning balance sl Jonuary 1,2013 § 2 % 41 3 - § 39 § w2 § 1555
Total (losses) gainy:
Retugnized in nel income (303) — (LR} 48 52
Recognized In accumulated other comprehensive
incame ()] — — ne 9% 66
Purchases 59 — — 16 17¢ i
Sales e -- ~— - an {ny)
Settlementy Qnss an 61} 7 — (242)
Transfers into Level 111 1o 31 126 9% — s
Teanafers out of Leve! [T [{X] {13 %) whH — {22.5)
Ending balance at December 31, 2013 $ 52 0§ — 3 65 3 148 44 5 1Mo
Change in untenlized tosses included in net income
celated to wasets atill held for the year ended
December 31, 2013 $ (0% $ - 8 - 3 0N 5 (65 § (374)

Transfers between levels, if any, are recorded as of the beginning of the reporting period. There were no material
transfers between levels during the years ended December 31, 2015, 2014 or 2013
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Certain assets and liabilities are measured ot fair value on a nonrecurring basis; that is, the instruments are not measured
at fair value on an ongoing basis but arc subject to fuir vetue adjustments only in certain circumstances. As disclosed in
Nate 3, "Busincss Acquisitions and Divestifure™, we completed our scquisition of Simply Healthcare on February 17, 2015
The values of net assels acquired in our acquisition of Simply Henlthcare and resulting goodwill and other intangible assets
were recorded at fair value primarily wsing Level 1] inputs. The majority of Simply Hcalthcare's assets acquired and
liabilities assumed were recorded at their carying values as of the respective dole of acquisition, as their carrying values
approximated their fair values due to their short-erm nature, The fait values of goodwill end other intangible assels scquired
in our acquisition of Simply Healtheare were intemally estimated based on, the inceme approach. The income approach
estimates fair value based on the present value of the cash flows that the assels could be expected to generate in the future,
We developed interal estimates for the expected cosh flows and discount rate in the present vatue calculation. Other than the
asscts acquired and liabilities assumed in our acquisition of Simply Healthcare described above, there were no material assets
or liabilities measured at fair value on & nonrecurring basis during the years ended December 31, 2015 or 2014

Our vaiuation policy is detenmincd by members of our treasury and accounting depariments. Whenever possible, our
policy is to obtein quoted market prices in active markets to estimate fair values for recognition and disclosure purposes,
Where quoted market prices in active markets are not available, fair values are estimated using discounted cash flow
analyses, broker quotes or other valuation techniques, These techniques are significantly affected by our assumptions,
including discount rates and estimates of fisture cash flows. Potential taxes and other transaction costs are not considered in
estimating fair vatues. Qur valuation policy is gencrully to obtain only ene quoled price for each security from third party
pricing setvices, which are derived through recently reported trades for identicol or similar securities meking adjustments
through the reporting date based upon available market observable information. When broker quotes are used, we generally
obtain only one broker quole per security. As we are responsible for the determination of fair value, we perform monthly
analysis on the prices received from the pricing services 1o determine whether the prices arc reasonable estimatcs of fair
value. This analysis is performed by our internal treasury personnel who arc familiar with our investment portfolios, the
pricing services engaged and the valuation techniques and inputs used. Our analysis includes a roview of month-to-month
price fluctuations. 1f unusual fluctuations are noted in this review, we may obtain additional information from other pricing
services to validate the quoted price. There were no adjustments to quoted market prices obiained from the pricing services
during the years ended December 31, 2015, 2014 or 2013,

In addition to the preceding disclosures on assets recorded at fair value in the consolidated balance sheets, FASB
guidance also requires the disclosure of fir values for certain other financial instruments for which it is practicable to
estimate fair value, whether or not such valucs are recognized in the consolidated balance sheets.

Non-financial instruments such s reat estate, property and cquipment, other current asscts, deferred income taxes,
intangible assets and ceriain financial instruments, such as policy liabilities, are excluded from the fair value disclosures.
Therefure, the fair value amounts cannot be aggregated to determine our underlying economic value.

The carrying amounts reported in the consolidated balance sheets for cash, accrued investment income, premium and
scil-funded receivables, other receivables, income taxes receivable/payable, unearned income, accounts payable and nccred
expenses, sccurity trades pending payable, sccurities lending payable and certain other current liabilitics approximate fair
value because of the short term nature of these items. These assets and liabilities are not listed in the table below,

The following methods and assumptions were used to estimate the fair value of each class of financial instrument that is
recorded at its carrying value on the consolidated balance shects:

Other invested assets, long-term; Qther invested assets, long-term include primarily our investments in limited
partnerships, joint ventures and other non-controlled corporations, as well as the cash surrender value of corparate-owned
life insurance policies. Investments in limited partnerships, joint ventures and other non-controlled corporations are carried at
our share in the entities” undistributed carnings, which appreximates fair vatue, The carrying value of corporate-owned life
insurance policies represents the cash surrender volue a3 reported by the respective ingurer, which approximates fair value

Short-term borrowings: The fair valug of our short-term borrowings is based on quoted market prices for the same or
similar debt, or, if no quoted market prices were available, on the current market interest rates estimated to be available to us
for debt of similar terms and remaining maturities.
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Long-term debt - commercial paper. The carrying smount for commercial paper approximates fsir value as the
underlying instruments have variable interest rates at market value.

Long-term debt - senior unsecured notes, remarketable subordinated noves and surplus notex: The fuir values of our
niotes are based on quoted market prices in active markets for the same or similar debt, or, if no quoted market prices are
available, on the current market observable rates estimated to be svailable to us for debt of similsr terms and remaining
maturities.

Long-term debt—convertible debentures: The fair value of our convertible debentures is based on the quoted market
price in the active private market in which the convertible dcbentures trade

A summary of the estimated fair values by level of each class of financial instrument that is recorded at its carying
value on our consolidated balance shests at December 31, 2015 and 2014 are as follows:

Estimated Fatr ¥alue

Carrying
VYalue Levell Level 11 Level 10 Totsl
December 31, 2015
Assets:
Other invested assets, long-torm 20410 8§ — $ — 3 20411 % 204110
Liabilities:
Debt:
Short-term borrowings 5400 - 5400 — 5400
Commercial paper 6822 -= 682.2 - 6822
Notes 143116 - 14,5232 — 14,5232
Convertible debentures 330.7 - 980.1 - 980.1
December 31, 2014
Assels:
Other invested asscts, long-lerm 5 16959 § - § — § 16959 § 16959
Liabilitles:
Debt:
Short-term borrowings 4000 - 4000 — 4000
Notes 13,7778 - 14,7948 — 14,7948
Convertible debentures 9744 - 2,5819 —_ 2,5819
-112-
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7. lncome Taxcs

The components of defermed incame taxes st December 31 are as follows:

S 2014
Peferted tax assets relating to
Retirement benefits $ 3648 8 3517
Accrued expenses 3446 3209
Insurance rescrves 2471 2007
Net operating loss carryforwarda 181 148
Bad debt reserves 1548 1329
State income tax 434 406
Deferred compensation 40.1 46 6
Investment basis difference 622 88.2
Other 68.4 342
Totel deferred tax assets 1,343 5 1,254.6
Valuation allowance - 26)
Total deferred tax agsets, net of valuation allowance 1,343.5 1,2520
Deferred tax liabilities relating to:
Unrealized gains on securities 1278 314
Intangiblc assels:
Trademarks and state Medicaid licenses 2,547.6 24443
Customer, provider and hospital relationships 2692 3086
Intemally developed software and other amortization differences 4366 403 6
Retirement benefits 2527 241.1
Debt discount 61.9 1840
State deferred tax 364 491
Depreciation and amortization 42 26
Other 197.7 2059
Total deferred tax liabilities 39741 4,197.6
Net deferred tax liability 5 (2,6306) $ (2,945.6)

In the table above, certain deferred tax liability amounts related to intangible assets for the year ended December 31,
2014 have been reclassified to provide consistency with the disclosure compunents of other intangible assets in Note 9,
"Goodwill and Other Intangible Assets.” This reclassification does not impact amounts presented in the finanicial statements.

The elimination of the valuation allowance during 2015 was attributable to a reduction in a statutory state income tax
tate and continued utifization of state net operoting losses, Changes in the vahuation allowance during 2014 included a
decrease of $9.8 related to a reduction in situtory state income tax rate, a decrcase of $16.2 related 10 utilization of state net
aperating losses, and en increase of $4.5 related to the sale of 1-800 CONTACTS, for a net decrease of §21 5
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Significant components of the provision for income taxes for the years ended December 31 consist of the following:

018 2014 2013
Current tax expense (benefit).
Federal $1996.6 $1,6294 §1,2264
State and local 133.0 658 (42.6)
Total current tax expense 21296 16952 1,183 8
Deferred tax (benefit) expense (58.6) 1128 21
Total income tax expense $2071.0 $1,8080 31,2059

State and local curtent tax expense is reporied gross of federal benefit, and includes amounts related 1o true up of prior
years' tax, sudit settlements, uncertain tax positions and state tax credits. Such items are included in multiple lines in the
following rate reconcilistion table on o net of federal tax basis.

A reconcilistion of income tax expense recorded in the consolidated statements of income and amounts computed at the
statutory federal income tax rate for the years ended December 31 is as follows

1015 2054 143
Amounl Percent Amount Percent Amount Percent

Armount at statulory rate $1,6209 350% $1,528.8 350% $1,3441 350%
State and local income taxes net of federal tax

benefit 153 1.6 49.0 1.1 244 06
Tax excrpt interest and dividends received

deduction (63 2) (1.3) (65.9) (1.5) (64.9) (7N
HIP Fec 4226 9.1 3126 7.2 — —_
Other, net 154 03 (16.5) (0.4) {91.7) (25
Tota) income tax expense $2,0710 44 7% $1.8080 414% 51,2059 314%

During the year ended December 31, 2015, we recognized income tax expense of $422.6, or $1.55 per diluted share, asa
result of the non-tax deductibility of the HIP Fee payments, We also recognized income tax expense of $42.3, or $0.16 per
diluted shore, ru a result of en adverse California franchise tax ruling. This expense is allocated between the *State and local
income taxes net of federn! tax benefit" and the " Other, net” line items in the table above

During the year ended December 31, 2014, we recognized income tax expense of $312.6, or $1.09 per diluted share, as a
result of the non-tax deductibility of the HIP Fec paytments

During the year ended December 31, 2013, we recognized income tax benefits of $65.0, or $0.21 per diluted share,
resulting from a favorable tax election made subsequent to the Amerigroup acquisition This benefit is included in *Other,
net” above,
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The change in the cartying amount of gross unrecognized tax benefits from uncertain tax positions for the years cnded
December 31 is as follows:

2018 2014

Balance at January 1 $ 1158 % 1032
Additions for tax positions related to!

Current year 398 109

Prior years 65.1 313
Reductions related to:

Tax pasitions of prior years (7.9} (24 5)

Settlements with taxing authorities (0.8) [N ]
Balence at December 31 s 2120 3 1158

The 1able nbove excludes interest, net of related tax benefits, which is meated as income tax expense (benefit} under our
accounting pelicy. The interest is included in the amounts described in the following paragraph.

As of December 31, 2015, $113.4 of unrecognized tax benefits would impact our effective tax rate in future periods, if
recognized. Also included in the table above is $2.4 that would be recognized as an adjustment to edditional paid-in capital,
which would not affect our effective tax rate. The December 31, 2015 balance also includes $0.3 of tax positions for which
ultimate deductibility is highly certain but for which there is uncertainty about the timing of such deductibility, Excluding the
impact of interest and penalties, the disatlowance of the shorter deductibility peried would not affect our effective tax rate,
but would accelerate the payment of cash to the taxing authority to an earlier period

For the years ended December 31, 2015 end 2014, we recognized net interest benefits of $1.8 and $4.2, respectively. For
the year ended December 31, 2013, we recognized net interest expense of $2.6. We had accrued approximately $12.3 and
$14.1 for the payment of interest at December 31, 2015 and 2014, respectively.

As of December 31, 2015, as further described below, centain tax years remain open to examination by the Intemal
Revenue Service, or [RS, and various state and local authorities. In addition, we continue to discuss certain industry issues
with the IRS. As a result of these examinations and discussions, we have recorded amounts for uncertain tax positiens, It is
anticipated that the amount of unrecognized tax benefits will change in the next twelve months due to possible settlements of
audits and changes in temporary stems. However, the ultimate resolution of these items is dependent on the completion of
negotiations with various taxing nuthorities. While it is difficult to determine when other tax settlements will actually occur,
it is rensonably possible that one could occur in the next twelve months and our unrecognized tax benefits could change
within a range of approximately $3 3 10 $(159.0).

We are 2 member of the IRS Compliance Assurance Process, or CAP. The objective of CAP is t reduce txpayer
burden and uncenainty while assuring the IRS of the accuracy of tax retums prior to filing, thereby reducing or eliminating
the need for post-filing examinations,

As of December 31, 2015, the IRS examination of our 2015 tax year continues to be in process. During 2015, the
examinations of our 2014 and 2013 tnx years were resolved with the IRS.

ta cerain states, we pay premiutn taxes in lieu of state income taxes. Premium taxes are reperted with general and
administrative expense.

At December 31, 2015, we had unused federal tax net opecating loss caryforwards of approximately $43 9 to offset
future texable income The loss carryforwards expire in the years 2017 through 2034, During 2015, 2014 and 2013, federal
income taxes paid totated $1,952.1, $1,659.0 and 51,172.0, respectively.
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8. Property and Equipment
A summary of property and equipment at December 31 is as follows:

2018 014
Land ond improvements $ 215 § 258
Building and improvements 2166 279.9
Data processing equipment, furiture and ather equipment 1,046.] 9403
Computes software, purchased and internally developed 23449 21624
Leaschold improvements 429.3 3564
Praperty and equipment, gross 40584  3,764.8
Accumulaled depreciation and amontization (2,0386) (1,8205)
Praperty ond equipment, net $20198 $19443

Depreciation expense for 2015, 2014 and 2013 was $105 8, $106.5 and $105 3, respectively Amortization expense on
computer software and leasehold improvements for 2015, 2004 and 2013 was $409.8, $367.8 and $351 8, respectively,
which includzs amontization expense on computer software, both purchased and intcrnally developed, for 2015, 2014 and
2013 of §366.7, $329.2 and $313.6, respectively. Capitalized costs related to the intemal development of software of
$2,024.7 and $1,844 2 a1 December 31, 2015 and 2014, respectively, ere reported with computer sofiware,

During the years ended December 31, 2015, 2014 and 2613, we recognized $1 8, $7.9 and $47.7, respectively, of
impairments rclated to computer software (primarily intemally developed) duc to projest cancellation or asset replacement,
some of which resulted from & change in strategic focus necded to effectively manage business operations in a post-Health
Care Reform cnvironment.

9, Goodwill and Other Intangible Assety

No goodwill is aliocated to our Other segment A summary of the change in the carrying amount of goodwill for our
Commercial and Specialty Busincss segment and Government Business scgment (see Note 19, *Segment Information™) for

2015 und 2014 is as follows:

Camnercial

and Speclalty Government

Business Buslness Tolat

Balance as of January 1, 2014 $ 11,5540 § 53632 § 165172
Measurement period adjustments (1.6} 02) (1.8)
Other adjustments 266.5 (99.9) 166.6
Balance os of December 31, 2014 11,8189 52631 17,0820
Measurement period adjustments —_ o —
Acquisitions - 4802 480.2
Balance as of December 31,2015 $ 11,8189 § 57433 § 17,522
Accumulated impairment as of December 31, 2015 3 40 s — 5 (410)

The increase in the Company's goodwill is primarily due to the nequisition of Simply Healthcare in February 2015 For
additional information regarding this acquisition, sce Note 3, *Busincss Acquisitions and Divestiture", Measurement period
adjustments incurred during 2014 included a reduction of $1 8 related to the tax benefit on the exercise of stock options
issued ns part of various acquisitions. Other adjustments incurred during 2014 included transfery between business segments
and reclassification to goodwill of the indefinite-lived provider network intangible nsset, net of deferred taxes.

As required by FASB guidance, we completed annual impairment tests of existing goodwill and other intangible assets
with indefinite lives during 2015, 2014 and 2013. We perform these annual impairment tests during the fourth quarter. FASB
guidance slso requircs interim impairment testing to be performed when potential impairment indicators exist. These tests
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involve the use of estimates related to the fair value of goodwill and intangible essets with indefinite lives and require a
significant degree of management judgment and the use of subjective assumptions. The fair values were estimated using the
income and market value valuation metheds, incorporating Level I1 internal estimates for inputs, including, but not limited
10, revenue projections, income projections, cash Mows and discount rates. We did not incur eny impairment losses in 2013,
2014 or 2013 &s the estimated foir values of our reporting units were substantiglly in excess of their camying values,

‘The components of other intangible assets as of December 31 are as follows:

2085 2014

Groa Net Groxns Net
Carrying Accumulated Carrying Carrying  Accumulnied Carrying
Ameunt Amorilzation Amount Amount Amoritation Ameunt

Intangible assets with finite lives:

Customer rclationships $33944 § (26700) § 7244 533184 § (24734) § 8450
Provider and hospital relationships 1509 (58 6} 9223 140.9 (51.4) 89.5
Other 90.7 {39.7) 510 61.6 (33.3) 283
Total 3,636,0 (2,768.3) B67.7 13,5209 (2,558.1) 962.8

Intangible assets with indefinite lives:
Blue Cross and Blue Shicld and other

trademarks 6,298.7 — 62987 6,298.7 — 62987

Stale Medicaid licenses 991.6 o 991 6 696.6 —_ 696.6
Total 7,290 3 — 71,2903 6,995.3 - 69953
Other intangibic assets $109263 $ (2,7683) 35,1580 $105162 § (2,558.1) $7,958.1

As of December 31, 2015, the estimated amortization expense for each of the five succeeding years is as follows: 2016,
$191.5; 2017, $156 1; 2018, $125.1; 2019, $98 1, and 2020, $78.1.

10. Retlrement Benefits
We sponsor vatious non-contributory employee defined benefit plans through centain subsidiarics.

The Anthem Cash Balance Plan A and the Anthemn Cash Balance Plan B ere cash balance pension plans covering certain
eligible employees of the affiliated companies that participate in these plans. Effective Januery 1, 2006, benefits were
curtailed, with the result that most participants stopped accruing benefils hut continue to eam interest on benefits eccrued
prior to the cuntailment. Certain participants subject to collective bargaining and certain other panicipants who met
prandfathering rules continue to accrue benefits. Participants that do not recsive credits and/or benefit accruals are included
in the Anthem Cash Balance Plan A, while current employees who are still receiving credits and/or benefits participate in the
Anthem Cash Balance Plon B. Several pension plans acquired through various corporate mergers and acquisitions have been
merged into these plans in prior years,

The UGS Pension Plan is & defined benefit pension plan with a cash balance component. The UGS Pension Plan covers
eligible employees of the afTiliated companies that participate in the UGS Pension Plen. Effective January 1, 2004, benefits
were curtailed, with the result that most participants stopped accruing benefits but continue to earn intercst on benefits
previously acerued, Cerain emplayees subject to collective bargaining and ceriain other cmployees who met grandfathering
rules continue to accrue benefits

The Employces’ Retirement Plan of Blue Cross of Californiz, or the BCC Plan, is & defined benefit pension plan that
covers cligible employees of Biue Cross of Califoria who are covered by a collective bargaining agresment. Effective
January 1, 2007, benefits were curtailed under the BCC Plan with the result that no Blue Cross of Califomin employees hired
or rehired after December 31, 2006 are cligible to participate in the BCC Plan.

All of the plans’ assets consist primerily of common stocks, fixed maturity securities, investment funds and short-term
investments. The funding policies for all plans are to contribute amounts at least sufficient to meet the minimum funding
requirements set forth in the Employee Retirement Income Szcurity Act of 1974, as amended, or ERISA, including
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gmendment by the Pension Protection Act of 2006, and in nccordance with income tax regulations, plus such additiona!
amounts as are necessary (o provide essets sufficient to mest the benefits to be paid to ptan participants.

We use a December 31 mcasurement date {or determining benefit obligations and fair value of plan assets.

The following tables disclose consalidnted “pension benefits,” which include the defined benefit pension plans described
above, and consolidated “other benefits,” which include postretirement health and welfare benefits including medical, vision
and dentat benefits offered to certain employees. Calculotions were computed using assumptions at the December 31
measurement daies,

The reconciliation of the benefit abligation is as follows:

Pension Benelits Oiber Benefit
018 014 2015 1014
Benefit obligation at beginning of year $19144 S 17647 § 06366 § 6075
Service cost 3.1 130 2.1 32
Interest cost 68.2 74.1 234 263
Plan amendment 08 —_— — -
Actuarial (gain} loss (41.2) 1854 (58.1) 453
Benefits paid (1200 (128 (35.3) (357
Benefit obligation at end of year $1,8333 519144 § 5787 § 6466
‘The changes in the fair value of plan assets are as follows:
Penslon Benellls Other Benefiy
2018 1014 2018 2014
Fair value of plan assets at beginning of year $ 19950 $19440 § 3479 $ 3498
Actual return on plan essets (1.5) 1602 (1.2) 177
Employer contributions 37 36 17.3 16.1
Bencfits paid (12200 (122.8) (35.6) (35.7)
Fair value of plan asscts at end of year $1,8652 $19850 $ 3284 § 3479
The net amount included in the consolidated balance sheets is as follows:
Pension Bevellis Other Benelli
205 2014 2018 2004
Noncurrent assels $ 1034 § 1463 § - 8 —_
Current liabilities (10.5) 4.3) — —_
Noncurrent liabitities (61.0) (714)  (2503) (2981)
Net amount at December 31 $ 319 § 706 § (2503 $ (M87)

The net amounts included in accumulated other comprehensive loss (income) thet have not been recognized as
components of net periodic benefit costs are as follows:

Peasion Benelth Other Benelia
2018 2014 2018 2004
Net actuarial loss $ 6350 $ 5637 § 1627 § 21i2
Prior service credit (0.1} (22) (73.5) (B8 0)
Net amount before tax at December 31 $ 6349 § 5615 § 892 § 1232
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The estimated net actuarial loss und prior service credit for the defined benefit pension plans that will be reclassified
from accumulated other comprehensive loss into net periodic benefit costs over the next year are $16.9 and $0.6,
respectively. The estimated net actuarial less and priot secvice credit for postretirement beaefit plans that will be reclassified
from eccurnulated other comprehensive loss into net periodic benefit costs over the next year are $12.4 and $13.8,
respectively.

‘The secumulated benafit obligation for the defined benefit pension plans was $1,829.6 and $1,908.1 at December 31,
2015 and 2014, respectively.

As of December 31, 2015, certain pension plans had accumulated benefit obligations in excess of plan assets. For those
same plans, the projected benefit obligation was also in excess of plan assets. Such plans had o combined projected benefit
obligation, accumulated benefit abligation and fair value of plan asscts of $106.7, $104.9 and 533.1, respectively,

The weighted-avernge assumptions used in calculating the benefit obligations for all plans are 3 follows:

Pension Benelits Qther Benefits
2015 4 2015 2014
Discount rate 39% 3.66% 401% 3.74%
Rate of compensation increase 3.00% 3.00% 3.00% 3.00%
Expected rate of retum on plan assets 7.84% 762% 7.00% 7.00%

‘The companents of net periodic benefit cost (benefit credit) included in the consalidated statements of income are es
follows:

2015 014 2013
Pension Benefits

Service cost $§ 131§ 130 § 142
Intercst cost 68.2 741 67.8
Expected retum on assets (143.2) (137.5) (133.1}
Recognized actuarial loss 257 210 283
Amortization of prior service credit (0.6) {08) 0.8)
Setilement loss 6.5 52 11.0
Net periodic benefit credit $§ (303) § (250) § (126)
Other Benefits

Service cost $ 21 § 32§ 67
Interest cost 234 263 224
Expected retum on assets (23.7) (234) (22.1)
Recognized actuarial loss 153 94 112
Amortization of prior service credit (14.4) (144) (13.3)
Net periodic benefit cost § 27 § 11§ 49

During the years ended December 31, 2015, 2014 and 2013 we incurred total scttlement losses of $6.5, 552 and $11 0,
respectively, as lump-sum payments excecded the service cost and interest cost components of net periodic benefit cost for
certain of our plans.
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The weiphted-average essumptions used in calculating the net periodic benefit cost for all plang are os follows

1015 2014 2013

Pension Benefils

Discount rale 366% 4.39% 3.60%
Rate of compensation increase 3.00% 3.00% 3.50%
Expected rate of retum on plan assets 7.62% 7.66% 791%
Other Benefits

Discount rate 3.74% 4.48% 3N%
Rate of compensation increase 3.00% 3.00% 3 50%
Expecied rate of retum on plan assets 7.00% 7.00% 7.00%

The essumcd health care cost rend rates used to measure the expected cost of pre-Medicare (those who are not currently
eligible for Medicare benefits) other benefits 8t our December 31, 2015 measurement datc was 8 0% for 2016 with a
gradual decling w 4.50% by the year 2028, The assumed health carc cost trend rates used to measure the expected cast of
post-Medicare (these who are currently eligible for Medicare benefits) other benefits at cur December 31, 2015 measurement
date was 5.75% for 2016 with a gradual decline to 4.5036 by the year 2021, Thesc estimated trend rates are subject to change
in the future. The health care cost trend rate assumption has a significant effect on the amounts reported. For example, an
incrense in the assumed health core cost trend mte of one percentage point would increase the postretirement benefit
obligation as of December 31, 2015 by $45.0 and would increase service and interest costs by $2.2. Conversely, a decrease
it the assumed health cate cost trend rate of one percentage point would decrease the postretirement benefit obligation by
$38.3 as of December 31, 2015 and would decrease service and interest costs by $1.8,

Plan assets include a diversified mix of investment grade fixed maturity scourities, equity securities and aitemative
investments across a renge of sectors and levels of capitalization 1o maximize the long-term return for a prudent level of
risk. The weighted-average target allocation for pension bencfil plan assets is 45% equity securities, 46% fixed maturity
securities, and 9% to all other types of investments. Equity securities primanly include a mix of domestic securities, foreign
securities and mutual funds invested in equities Fixed maturity securities primarily include treasury securilies, corporale
bonds, and esset-backed investments issued by corporations and the U.S. government. Other types of investments include
partnership interests, collective trusts that replicate money maket funds and insurance contracts designed specifically for
asmployee benefit plans. As of December 31, 2015, there were no significant concentrations of investments in the pension
benefit assets or other benefit assets. No plan essets were invested in Anthem commeon stock,

Pension benefit assets and other benefit assels recorded at fair value are categorized based upon the level of judgment
nssociated with the inputs used to measure their fair value.
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‘'t fair values of our pension benefit assets and other benefit assets by asset category and kevel inputs at December 31,
2015, excluding cash, investment income receivable and amounts due to/from brokers, resulting in & net asser of $3.4, are as
follows (sec Note 6, “Fair Value,” for additional information regarding the definition of level inputs):

Level [ Level 1T Level 11 Toial
December 31, 2015
I'ension Benelit Assets:
Equity securities:
U.S. securities $ 5428 § 44 5 — § 35472
Foreign securities 258 8 - — 2588
Mutual funds 34.7 — — 347
Fixcd maturity securities:
Government securities 176.6 —_ — 176 6
Corporate securitics - 364.0 -— 3640
Asset-backed securities — 141.1 — 141.1
Other types of investments:
Common and collective trusis —_ 48.1 _— 48,1
Partnership interests - — 1171 117.1
[nsurance company contracts — — 1742 1742
Total pension benefit assets $ 10129 § 5576 § 2913 § 18618
Qther Benefit Assets:
Equity securitics:
U.5. securitics 3 168 $ 03 3% - 3 17.1
Foreign securitics 74 - — 14
Mutual funds 366 — —_ 36.6
Fixed maturity securitics:
Govemment sccurities 38 — _ 38
Cotporate sccuritics — 95 -_ 95
Asset-backed securitics — 77 - 77
Other types of investmens:
Common and collective trusis —_ 1.5 — 15
Partnership imerests —_ — 15 1.5
Life insurance contracts —_ e 2299 2209
Investment in DOL 103-12 trust — 134 — 134
Total other benefit asscts 5 646 § 324 § 214 § 3284
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The fair values of our pension benefit assets and other benefit assets by assct calegory and level inputs at December 31,
2014, excluding cash, investment income receivable end emounts due to/from brokers, resulting in r net liability of $0.2, are
ns follows (sec Note 6, “Fair Value,” for additionai informotion regarding the definition of level inputs):

Level 3 Level 1 Level 1t Total
December 31, 2014
Pension Bepefit Assets:
Equity securities:
U.8. securities $ 5912 § 45 § — § 5957
Foreign securities 2462 — - 246.2
Mutual funds 6.8 - = 68
Fixed matusity securitics:
Govermment securities 206.5 115 — 2180
Corporate sccurities - 3736 - 3736
Asset-backed sccurities — 1700 — 1700
Other types of investments:
Common and collective trusts - 3 - 371
Partmership intesests — o 120.7 1207
Insurance company contracts -_ - 187.7 1872.7
Treasury futures contracts 09 — — ©9)
Tota! pension benefit assets $10798 § 5967 § 3084 § 19849
Other Benefit Assets:
Equity sccurities:
US. securities $§ 20 85 03 % — § 223
Foreign securities 9.5 —_ — 9.5
Mutual funds 316 —_ — 336
Fixed maturity securities:
Government securitica 6.2 — — 62
Corporate sccurities —_ 100 —_— 100
Asset-backed securities - 105 - 10.5
Other types of investments:
Commaon and collective trusts — 14 — 14
Parmership inicresty — —_ 15 1.5
Life insurance contracts —_ —_ 2384 2384
Investment in DOL 103-12 trust — 14.8 —_ 148
Total other benefit esscts $ 713§ 370§ 2399 § 3482
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A reconciliation of the beginning and ending balences of plan assets measured at fair vafue using Level 111 inputs for the
years ended December 31, 2015, 2014 and 2013 is as [ollows

Year ended December 31, 2015
Beginning balance at January 1, 2015
Actual retum on plan assets:
Relating to aasets still held at the reporting date
Purchases
Sales
Ending balance at December 31,2015

Year ended December 31, 2014
Beginning balance at January 1, 2014
Actual retum on plan assets:
Retating to assets still held at the reporting date
Purchases
Sales
Ending balance at December 31, 2014

Year ended December 31, 2013
Beginning balance at January 1, 2013
Actual return on plan assets:
Relating to assets still held ot the reporting dute
Purchases
Sales
Ending balance at December 31, 2013

Imsurance Lite
Parineyshlp  Campany  Insurancs
Taterests Contracts  Contracts Total

$ 1222 § 1877 § 2384 § 5483
(5.9) %)) 68 (184)
109 7.0 — 179
(86) (14.8) [1])) (25.1)
$§ 1186 § 1742 § 2299 § 5227
$ 1503 § 1974 § 2300 S 5877
5.4) 14 84 44
g4 116 — 200
@11 2.7 ~ (638
§ 1222 § 1877 § 2384 § 5483
$ 1777 $ 2025 § 2007 § 5839
22 (5.6) 263 229
156 8.5 — 251
{352) (5.0} — (44 2)
$§ 1603 § 1974 $ 2300 § 5877

‘There were no transfers between Levels 1, 11 and HI during the years ended December 31, 2015, 2014 and 2013,

Qur current funding strategy is to fund an amount at least equal to the minimum required funding es determined under
ERISA with consideration of maximum tax deductible mnounts We may clect to make discretionary contributions up to the
maximum amount deductible for income tax purposes For the ycan ended December 31, 2015, 2014 and 2013, no material
contributions were necessary to meet ERISA required funding levels. However, during the years ended December 31, 2015,
2014 and 2013, we made tax deductible discretionary contributions to the pension benefit plans of $3.7, 53 6end $38 6,
respectively. Employcr contributions to other benefit plans represent discretionary contributions and do not include payments

to retirces for current benefits.
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Our estimated future payments for pension benefits and postretirement benefits, which reflect expected future secvice, as
appropriate, are as follows:

Pentlon Other
Benchits Benellty
2016 $ 1575 § 41.1
2007 1519 41.8
2018 150.4 424
2019 1478 428
2020 146 .5 426
2021 -2025 637.1 2018

In eddition to the defined benefit plans, we maintain the Anthem 401(k) Plan and CarcMore 401(k) Pension Plan which
are qualified defined contribution plans covering substantially all employees. Valuntary employee contributions ore matched
by us subject to certain jimitations. Contribulions made by us tolaled $125.4, $111.1 and $102.5 during 2015, 2014 and
2013, respectively.

11. Medical Claims Payable

A reconciliation of the beginning and cnding balances for medical claims payable for the years ended December 31 is as
follows:

Yesrs Ended December 31
2018 1014 2013
Gross medical claims payable, beginning of year $§ 68612 $ 61272 § 61MS5
Ceded medical claims payable, beginning of year (767 4) (23.4) (27.2)
Net medical claims payable, beginning of year 6,938 6,103.8 6,147.3
Business combinations and purchase adjustments 121.8 — —_
Net incurred medical claims:
Current year 60,708 .4 56,305.8 55,8643
Prior years redundancies (800.2) (541.9) (599.1)
Total net incwred medical claims 59,008.2 55,763.9 55,2952
Net payments attributable to:
Current year medical claims 54,061.7 50,3539 49,887.2
Prior years medical claims 51319 54200 54515
Total net payments 59,1996 55,773.9 55,3387
Net medical claims payable, end of year 6,924.2 6,093 8 61038
Ceded medical claims payable, end of year 645.6 767.4 234
Gross medical claims payable, end of year $ 75698 § 68612 $ 61272

Amounts incurred retated to prior years vary from previously estimated liabilities ss the claims are ultimately settied.
Liabilities at any period end are continually revicwed and re-estimated as information regarding actual claims payments, or
runout, becomes known . This information is compared to the originally established year end liability. Negative amounts
reported for incurred medical claims related to prior years result from claims being scitled for amounts less than originally
estitnated. The prior year redundancy of $800.2 shown above for the yeur ended December 31, 2015 represents an estimate
besed on paid claim activity from January 1, 2015 to December 31, 2015. Medical claim labilities ore usually described as
having a “short tail,” which means that they are generally paid within twelve months of the member receiving service from
the provider. Accordingly, the majority of the $800.2 redundancy relates ta claims incurted in calendar year 2014
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‘The following tahle provides o summary of the two key assumptions having the most significant impact on our incurred
but not paid liability estimates for the years ended December 31, 2015, 2014 and 2013, which are the completion and trend
factors. These two key assumptions can be influenced by utilization levels, unil costs, mix of business, benefit plan designs,
pravider reimbursement levels, processing system conversions and changes, claim inventory levels, claim processing
patterns, claim submission pattems and operational changes resulting from business combinations,

Favaratile Developments
by Changes In Key Assumptions
2615 2014 3
Assumed trend factors $ (4679) § (3995) § (4284)
Assumed completion factors (332.3) (142.4) (170.7}
Total : $ (8002) $§ (1% § (599.1)

The favorable development recognized in 2015 and 2014 resulted primarily from trend factors in late 2014 and late
2013, respectively, developing mere favorably than originally cxpected as well as & smaller but sipnificant contribution from
completion factor development. The favorable development recognized in 2013 was driven by trend factors in lote 2042
developing more favarably than originally expected.

12, Debt
Shaori-term Borrowings

We are a member, throvgh certain subsidiaries, of the Federal Home Loan Bank of indianapolis, the Federal Home Loan
Bank of Cincinnali and the Federal Home Loan Bank of Atlanta, collectively, the FHLBs, and as a member we have the
ability to obtain short-term cash advances subject to certain minimum collaters] requircments. At December 31, 2015 and
2014, $540.0 and $400 0, respectively, were outstanding under our short-term FHLBs borrowings. These outstanding short-
termn FHLBa borrowings at December 31, 2015 and 2014 had fixed interest rates of 0.424% and 0.195%, respectively.
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Long-terrm Debt

The carrying vaiue of long-term debt at December 31 consists of the following.

Senior unsecured noles:

1.250%, due 2015

2.375%, due 2017

5.875%, duc 2017

| 875%, due 2018

2 300%, due 2018

2.250%, due 2019

7 000%, due 2019

4 350%, due 2020

3.700%, due 2021

3 125%, due 2022

3.200%, due 2023

3.500%, due 2024

5950%, due 2034

5 850%, due 2036

6.375%, due 2037

5 800%, due 2040

4.625%, due 2042

4.650%, due 2043

4 650%, due 2044

5.100%, due 2044

4 850%, due 2054
Remarketable subordinated notes:

1.900%, due 2028
Surplus notes.

9.000%, due 2027
Senior convertible debentures:

2.750%, due 2042
Variable rate debt;

Commercial paper program
Total long-term debt
Current portion of long-term debt
Long-term debt, less current portion

2015
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2014

— § 6243
3999 3989
5276 5267
6218 6164
6459 6443
8439 8421
4389 4385
7029 695.3
696.2 695.6
8427 841.6
9922 991.2
790.9 7898
44,5 4444
7680 7617
639.6 6393
1938 206.4
885.8 8854
985.5 985.0
790 5 790.1
5933 593.1
2466 2465
1,236.1 e
249 249
330.7 9564
6822 =
153245 146439

= (6243)

$153245 $ 140196

All debt is a dircet obligation of Anthem, Inc., except for the surplus notes and the FHLB borrowings

W generally issue senior unsecured notes for long-term borrowing purposes. On September 10, 2015, we repaid, upon
maturity, the $625 0 outstanding principel balance of our 1,25% Noics due 2015 Additionally, during the year ended
December 31, 2615, we repurchased $13.0 of outstanding principal balance of certain senior unsccured notes, plus applicable
premium, sccrued and unpaid interest, for cash totaling $16.2. We recognized a loss on extinguishment of debt of $3 4 on the

repurchase of these notes.
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On May 12, 2015, we issued 25.0 Equity Units, pursuant to an underwriting ngreement dated May 6, 2015, inan
apgregate principal amount of $1,250.0. Each Equity Unit has a stated amount of $50 (whole doflars) and consists of &
purchase contract obligating the holder (o purchase a certain tiumber of shares of our common stock on May 1, 2018, subject
1o earlier termination or settiement, for a price in cash of $50 {(whole dallars); and a 5% undivided beneficial ownership
interest in $1,000 (whole dollars) principa! amount of our 1.900% remarketable subordinated notes, or RSNs, due 2028. We
reccived $1,228 8 in cash proceeds from the issuance of the Equity Unils, net of underwriting discounts and commissions
and offering expenses payuble by us, ond recorded $1,250 0 in long-term debt. The proceeds are being used for general
corporale purposes, including, but not limited to, the repurchase of a portion of our outstanding senior convertible debentures
due 2042, On May 1, 2018, if the applicable market value of our common stock is equal to or greater than 3207 805 per
share, the settlement rate will be 0,2406 shares of our common stock. If the applicable market value of our common stock is
less than $207.805 per share but grester than $143.865 per share, the settlement rate will be a number of shares of our
common stock cqual to $50 (whole dollars) divided by the applicable market valuc of our comman stock. If the applicable
market value of commen stock is Jess than or equal to $143.865 per share, the settlement cate will be 0.3475 shares of our
common stock, Holders of the Equity Units may elect early settlement at a minimum settlement rate of 0.2406 shares of our
common stock for cach purchase contract being settled. The RSNs aro pledged as collateral to secure the purchase of
common slock under the refated stock purchase contracts. Quarterly interest payments on the RSNs commenced on August
1, 2015. The RSNs are scheduled to be remarketed during the five business day period ending on April 26, 2018 and may be
remarketed earlicr, at our election, during the period from January 30, 2018 through April 12, 2018. Following the
remarketing, the interest rate on the RSNs will be set to current market rates and interest will be payable semi-annually. At
December 31, 2015, the stock purchase contract liability was $102.3 and iy included in other current liabilities and other
noncurrent lisbilities. Contract adjustment payments commenced on August 1, 2015 o a rale of 3.350% per annum on the
stated amount per Equity Unit. Subject 1o certain specified terms and conditions, we have the right to defer payments on alt
or part of the contract adjustment payments but not beyond the contract scitlement date and we have the right to defer
payment of interest an the RSNs but not beyond the purchase contract settiement date or maturity date.

On Scptember 15, 2014, we redecmed the $500.0 outstanding principal balance of our 5 000% senior unsecured notes
dug 2014, plus applicable premium for early redemption and accrued and unpaid interest 1o the redemption date, for cash
wtaling $512.3. We recognized a loss on extinguishment of debt of $2.3 on the redemption of these notes

On September 11, 2014, we redecmed the $1,097.9 outstanding principal belance of our 5.250% senior unsccured notes
due 2016, plus applicable premium for early redemption and accrued and unpaid interest to the redemption date, for cash
totaling $1,178.2. We recognized a loss on extinguishment of debt of $67.6 on the redemption of these notes.

Additionally, during the year ended December 31, 2014, we repurchased $52.0 of outstanding principel amount of
certain other senior unsecured notes, plus applicable premium, accrued and unpaid interest, for cash totaling $61 0. We
recognized a loss on extinguishment of debt of $11.2 on the repurchase of these notes.

On August 12, 2014, we issued $850.0 of 2.250% notes due 2019, $800.0 of 3.500% notes duc 2024, $800.0 of 4.650%
notes due 2044, and $250.0 of 4 850% noles due 2054 under our shelf registration statement. We used the proceeds from this
offering in part 1o fund the purchase price of the 5.600% and 5.250% senior unsecured notes discussed above, and the
remaining net procceds were used for general corporate purposes, Interest on the notes is payable semi-annually in arrears on
February 15 and August 15 of each year, commencing on February 15, 2015. The notes have a call feature that altows us o
redeem the notes at any time at our option and a put feature that allows a note holder to redeem the notes upon the
uccumence of both a chenge in conirol event and a downgrade of the notes below an investment grade rating,

Surplus notes are unsecured obligations of Anthem Insurance Companies, inc., or Anthem Insurance, & wholly owned
subsidiary, and are subordinate in right of payment 1o all of Anthem Insurance’s existing ond future indebtedncss. Any
payment of interest or principal on the surplus notes may be mede only with the prior approval of the Indiana Department of
Insurance, or IDOI, and only out of capita! and surplus funds of Anthern Insurance that the IDCI determines to be available
for the payment under Indiana insurance laws,

On August 25, 2015, we tcrminated our $2,000.0 seniar revolving credit facility, initiatly scheduled to mature on
Seplember 29, 2016, and entered inte a new $3,500.0 senior revolving credit facility, or the Facility, with a group of lenders
The interest tate on the Facility is based on either the LIBOR rate or a buse mate plus a predetermined rate based on our
public debt rating at the date of utilization. Qur ability to borrow under the Facility is subject to compliance with certain
covenanis
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The Facility matures on August 25, 2020 and is available for gencral corporate purposes. There were no amounts outstanding
under the senior revolving credit facilities at December 31,2015 or 2014

We have an authorized commercial paper program of up to $2,500.0, the proceeds of which may be used for genernl
corporate purposes, At December 31, 2015, we had $682.2 oulstanding under our commercial paper program with 2
weighted-average interest rate of 0 705%. We did not have any borrowings outstanding under our commercial paper program
at December 31, 2014. Commercial paper borrowings have been classificd as long-term debt at December 31, 2015 as our
pencral practice and intent is to replace short-term commercial paper outstanding at expiration with additional shert-term
commercial paper for an uninterrupted period cxtending for more than one year and we have the ability to redeem our
commercial paper with borrowings under the senior credit facility described above.

During the year ended December 31, 2015, we entered into a bridge facility commitment letter and a joinder agreement,
and a term loan facility, to finance a portion of the pending acquisition of Cigna We paid $106.6 in fees in connection with
the bridge facitity which were capitalized in ather cument assets and are amortized as interest expenise over the tem of the
facility, We recorded $36.8 of amortization of the bridge loan facility fees during the year ended December 31, 2015 The
commitment of the Jenders to provide the bridge facility and term loan facility is subject to several conditions, including the
completion of the Acquisition. For additional information, see the *Pending Acquisition of Cigna Corporatian” section of
Nate 3, “Business Acquisitions and Divestiture.”

Convertible Debentures

On October 9, 2012, we issued $1,500.0 of senior convertible debeaturcs, or the Debentures. The Debentures are
govemed by an indenture, or the Indenture, dated as of October 9, 2012 between us and The Bank of New York Mellon
Trust Company, N.A., as trustee. The Debentures bear interest at a rate of 2.750% per year, payable semi-annuslly in arrears
jn cash on April 15 and October 15 of each year, and mature on October 15, 2042, unless earlier redcemed, repurchased or
converted into shares of common stock at the applicable conversion rate. The Debenturcs also have a contingent interest
feature that will require us to pay additionel interest bascd on certain thresholds and for certain events, as defined in the
Indenture, beginning on October 15, 2022.

Holders may convert their Debentures at their option prior to the close of business on the business day immediately
preceding April 15, 2042, only under the following circumnstances: (1) during any fiscal quarter if the Iust reported sale price
of our cammon stock for at least 20 trading days during 2 period of 30 consccutive trading days ending on the last irading
day of the preceding fiscal quarter is greater then or equal to 130% of the applicable conversion price on each applicable
trading day; (2) during the five business day period after any 10 consccutive trading day period, or the measurcment period,
in which the trading price per $1,000 (whole dollars) ptincipal amount of Debentures for each trading doy of that
measurement period was less than 98% of the product of the laat reported sale price of our common stock and the applicable
conversion rate an cach such day; (3) if we call any or all of the Debentures for redemption, at any time prior 10 the close of
business on the third scheduled trading day prior 1o the redemptions date; or (4} upon the occurrence of specificd corporate
events, a3 defined in the Indenture, On and ofter April 15, 2042 and until the close of business on the third scheduled trading
day immediately preceding the Debenturcs’ maturity date of October 15, 2042, holders may convert their Debentures into
common stock al any time imespective of the preceding circumstances, The Debentures are redeemable at our option at any
time on or after October 20, 2022, upon the occurrence of certain events, as defined in the Indenture.

Upon conversion of the Debentures, we will deliver cash up to the sggregate principal amount of the Debentures
converted. With respect to any conversion obligation in excess of the aggregate principal amount of the Debentures
converted, we have the option to settle the excess with cash, shares of our commen stock or a combination thereof based on a
daily conversion value, determined in accordance with the Indenture. The initial conversion fate for the Debentures was
13,2319 shares of our common stock per Debenture, which represented a 25% conversion premium based on the closing
price of $60 46 per share of our common stock on October 2, 2012 (the dale the Debentures' tenms were finalized) and is
equivalent to an initial conversion price of $75.575 per share of our commeon stack.

During the year ended December 31, 2015, we repurchased $920 0 of the aggregate principal balance of the Debentures.
In addition, $66.6 aggregate principal balance was surrendered for conversion by certain holden in accordance with the
terms and provisions of the indenture. We clected to scrtle the excess of the principal amount of the repurchuses and
conversions
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with cash for total payments of $2,055.7. We recognized a gain on the extinguishment of debt related to the Debentures of
$12.7, based on the fair values of the debt on the repurchase and conversion settlement dates,

As of December 31, 2015, our common stock was last traded at a price of $139.44 per share, If the remnining
Debentures had been converted or matured at December 31, 2015, we would be obligated to pay the principal of the
Debentures plus an amount in cash or shares equal to $452.3. The Debentures and underlying shares of our common stock
have not been and will not be registered under the Securitics Act of 1933, as smended, or the Securities Act, or any state
securities laws and may not be offered or sold in the United States absent cegistration or an applicable exempticn from
registration requirements. The Debentures were offered and sold to qualified institutional buyers pursuant to Rule 144A
under the Securitics Act, the restrictions for which expired in October 2013.

We have accounted for the Debentures in accordance with the cash conversion guidance in FASB guidance for debt with
conversion end other options. As a result, the value of the embedded conversion option has been bifurcated from its debt hast
and recorded as u component of “additiona) paid-in capital” (nct of defemed taxes and equity issuance costs) in our
consolidated balance shest.

The following table summarizes at December 31, 2015 the related balances, conversion rate and conversien price of the
Debentures:

Outstanding principal amount $ 5134
Unamortized debt discount $ 176.8
Net debt canvying amount $ 3307
Equity companent camrying emount 5 186.1
Conversion rate (shares of common stock per $1,000 of principal smount) 13.4886
Effective conversion price (per $1,000 of principal amount) $ 741360

The remaining amontization period of the unamortized debt discount as of December 3§, 2015 is spproximatcly 27
years. The unamortized discount will be amoriized into interest expense using the efective interest methad based on an
effective interest rate of 5.130%, which represents the market interest rate for a comparable debt instrument that does not
have a conversion feeture. During the year ended December 31, 2015, we cecognized $32.5 of interest expense related to the
Debentures, of which $26.6 represented interest expense recognized at the stated intercst rate of 2.750% and $5 9 represented
interest cxpense resulting from amortization of the debt discount.

Total intcrest paid during 2015, 2014 and 2013 was $604.0, $575.9, and $557.2, respectively.

We were in compliance with all applicable covenants under all of our outstending debt agreements at December 3,
2015

Future maturities of all long-term debt outstanding at December 31, 2015 are as follows: 2016, $682.2, 2017, §927.5,
2018, $1,267 8; 2019, $1,282 8; 2020, $702.9 and thereafier, $10,461.3

13, Commitments and Contingencies
Litigation

Tn the ordinary course of business, we are defendants in, or parties to, a number of pending or threatened legal actions or
proceedings. To the extent a plaintiff or plaintiffs in the following cases have specified in their complaint or in ather court
filings the amount of damages being sought, we have noted those alleged domages in the descriptions below. With respect to
the cases described below, we contest linbility and/or the amount of damages in each matier and believe we have meritorious
defenses.

We are defending a cestified class action filed as a result of the 2001 demutualization of Anthem Insurance. The lawsuit
names Anthem Insurance as well as Anthem, Inc. and is captioned Ronald Gold, et al. v. Anthem, Inc. et al. Anthem
Insurance’s 2001 Plan of Conversion, or the Blan, provided for the conversion of Anthem insurance from a mutual jnsurance
cotnpany into & stock insurance company pursuant to Indiana law. Under the Plan, Anthem Insurance distributed the fair
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value of the company at the time of conversion to its Eligible Statutory Members, or ESMs, in the form of cash or

Anthern comrmon stock in exchange for their membership interests in the mutual company, Plointifls in Gold ailege that
Anthem Insurance distributed value to the wrong ESMs. Cross motions for summary judgment were granted in part and
denied in part in July 2006 with regard to the issue of sovereign immunity asserted by co-defendant, the state of Connecticut,
or the State. The trial court also denied our motion for summaty judgment es 1o piaintiffs’ cloims in January 2005. The State
appealed the denial of its motion to the Connecticut Supreme Court. We filed a cross-appea! on the sovereign immunity
jssue. In May 2010, the Supreme Court reversed the judgment of the mriat court denying the State’s motion to dismiss the
plaintiff’s claims under sovereign immunity and dismissed our cross-appeal. The case was remanded to the irial court for
further proccedings. Plainti{fs’ motion for class centification was granted in December 2011. We and the plaintifis filed
renewed cross-mations for summary judgment in January 2013. In August 2013, the triat court denied plointiffs’ motion for
summary judgment. The trial court deferred 2 final ruling on our motion for summary judgment. In March 2014, the trial
court denied our motion for summary judgment finding that an issuc of material fact existed. A trial on Jiability was held in
October 2014. In June 2015, the court entered judgment for Anthem Insvrance on ull issues, finding that (1) Anthem
Insurance correctly determined the State to be an ESM, not Plaintsffs; {2) Anthem [nsurance acted in good faith in making
this determination, while Plaintiffs failed to present sufficient evidence to override a presumption that Anthem Insurance’s
ESM determination wes correet; and (3) Plainti{fs filed to prove the breach of any contractual obligation. In July 2015,
Plaintifls filed a notice of appeal from the judgment entered for Anthem Insurance In December 2015, the Connecticut
Supreme Court decided it would hear the appeal directly rather than the appeal going to the intermediate appellat court. A
date for argument has not been set. We intend to vigorously seck the affirmation of the trial court's judgment; however, the
suit's ultimate outcome cannot be presently determined

We tre currently a defendant in eleven putative class actions relating to out-of-network, or OON, reimbursement that
were consolidated into a single multi-district lawsuit called Jr re WellPoim, Inc. (wk/a Anthem, Inc.) Qut-of-Network
“UJCR™ Rates Litigation that is pending in the Uniled States District Court for the Central District of California. The Jawsuits
were filed in 2009, The plaintiffs include cusrent and former members on behalf of a putative class of members who received
QON services for which the defendants paid less than billed charges, the American Medical Association, four state medical
gssociations, OON physicians, OON nan-physician providers, the American Podiatric Medical Association, Califomia
Chiropractic Assoctation and the California Psychologicat Association on behalf of putative classes of OON physicians and
all OON non-physician health care providers. The plaintiffs have filed several amended complaints alleging that the
defendants violated the Racketeer Influcnced and Corrupt Qrganizations Act, or RICO, the Shenman Antitrust Act, ERISA,
federal regulations, and state law by using an QON reimbursement databasc called Ingenix and by using non-Ingenix OON
reimbursement methodologies, We have filed motions to dismiss in response to each of those amended complaints Our
motions to distiss have been granted in part and denied in part by the coust. The most recent pleading filed by the plaintiffs
is a Fourth Amended Complaint 1o which we filed a motion to dismiss most, but not all, of the clims. [n July 2013 the count
jssued on order granting in part and denying in part our motion. The court held that the state and federal anti-trust claims
along with the RICO claims should be dismissed in their entirety with prejudice. The court further found that the ERISA
claims, to the extent they involved non-Ingenix methodologics, along with those that involved our alleged non-disclosures
should be dismissed with prejudice. The court also dismissed most of the plaintiffs’ state law claims with prejudice. The only
claims that remain after the court’s decision are an ERISA benefits claim relating to claims priced based on Ingenix, a breach
of contract claim on behalf of one subscriber plaintift, 2 breach of implied covenant claim on behalf of one subscriber
plaintilf, and one subscriber plaintifl°s claim under the Califomia Unlair Competition Law. The plaintills filed a motion for
reconsideration of the mation to dismiss order, which the court granted in part and denied in part. The court ruled that the
plaintiffs adequately allege that one Georgin provider plaintiff is deemed to have exhousted administrative remedies
regarding non-Ingenix methodologies based on the facts alleged regarding that plaintiff so those claims are back in the case.
Fact discavery is complete. The plaintiffs filed a motion for class certification in November 2013 seeking six difTerent
classes. Following cxpert discovery and briefing, oral argument was heid an the motion. In late 2014, the court denied the
plaintiffs’ motion for class certification in its entirety. The California subscriber plaintiffs filed a motion for leave to file
rencwed motion for class centification with morc narrowly defined proposed classes, which the court denied. All but two of
the individually named subscribers and all of the providers and medical associations dismissed their claims with prejudice.
Motiona for summary judgment are due in carly 2016, Earlier in the case, in 2009, we filed a motion in the United States
District Court for the Sonthern District of Florida, or the Florida Court, to enjoin the claims brought by the physician
plaintiffs and certain medical association plaintiffs besed on prior litigation releases, which was granted in 2011. The Florida
Court ordered those plaintiffs to dismiss their claims that are barred by the release. The plaintiffs then filed n petition for
declaratory judgment asking the court to find that these claims are not barred by the releases from the prior litigation. We
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filed 2 motion to distniss the declaratory judgment action, which was granted. The plaintiffs appealed the dismissa! of the
declaratory judgment to the United States Court of Appeals for the Eleventh Circuit, but the dismissal was uphcld. The
enjoined physicians and some of the medical associations did not dismiss their barred claims. The Florida Count found those
enjoined plaintiffs in contempt and sanctioned them in July 2012 Those plaintifis appealed the Florida Court's sanctions
order to the United States Court of Appeals for the Eleventh Circuit. The Eleventh Circuit upheld the Florida court’s
enforcement of the injunction as it relates to the plaintifis” RICO and antitrust claims, but vacated it as it relates to certain
ERISA claims, The plainti(Ts filed a petition for rehearing cn banc es to the antitrust claims only, which was deated The
plaintiffs then filed a petition for writ of certiorari with the U S. Supreme Court. The American Medical Association filed an
amicus brief in support of the petition. The U 8. Supreme Court denied the petition in February 2015 We intend to
vigorously defend these suits; however, their ultimate outcome cannot be presently determined.

We are a defendant in multiple lawsuits that were initinlly filed in 2012 against the BCBSA as well as Blue Cross and/or
Blue Shield licensees across the country. The cases were consolidoted into a single multi-disteict lawsuit called In re Biue
Cross Blue Shield Antitrust Litigation that is pending in the United States District Court for the Northern District of
Alabama. Generally, the suits allege that the BCBSA and the Blue plans have engaged in o conspiracy to horizontally
allocate geographic markets through license agreements, best efforts rules {which fimit the percentage of nan-Blue revenue
of each plan), restrictions on acquisitions and other arrangements in violation of the Sherman Antitrust Act and relaled stato
Jaws. The cases were brought by two putative nationwide classes of plaintiffs, health plan subscribers and providers.
Subscriber and provider piaintiffs each filed consolidated amended complaints in July 2013. The consolidated amended
subscriber complnint was also brought on behalf of putative state classes of health plan subscribers in Alabama, Arksnsas,
Califomis, Florida, Hawaii, lllinois, Louisiana, Michigan, Mississippi, Missouri, New Hampshire, North Carolina,
Pennsylvenia, Rhode Island, South Carolina, Tennessee, and Texas. Defendants filed motions to dismiss in September 2013,
which were argued in April 2014. In Sune 2014, the court denied the majority of the motions, ruling that plaintiffs had
alleged sufficient facts at this stage of the litigation to avoid dismissal of their claima. Following the subsequent filing of
amendad complaints by each of the subscriber and provider phaintiffs, we filed our answer and asserted our affirmative
defenses in December 2014, Discovery has commenced. We intend to vigorously defend these suits; however, their ultimate
outcome cannot be presently determined.

Our Califomia affiliate Blue Cross of California doing business as Anthem Blue Cross, or BCC, has been named as o
defendant, atong with an unaffiliated entity, in a California taxpayer action filed in Los Angeles County Superior Court,
captioned as Michael D. Myers v. State Board of Equalization, ¢i al., Los Angeles Superior Court Case No, BS143436,
Second Appeltate District Court Case No. B255455. This action is brought under 2 Califomia statute that permits an
individual tnxpayer to sue a gevernmental agency when the taxpayer believes the agency has failed to enforce goveming law
Plaintiff contends that BCC, a licensed Health Care Service Plan, or HCSP, is an “insurer” for purposcs of taxation despite
acknowledging it is not an “insurer” under regulatory law. Under Califomia law, “insurers” must pay a gross premiums tax,
or GPT, calculated as 2,35% on gross premiums. As a licensed HCSP, BCC has paid the California Corporate Franchise Tax,
or CFT, the tax paid by California businesses generally. Plaintiff contends that BCC must pay the GPT rather than the CFT.
Plaintiff seeks o writ of mandate dirccting the taxing agencics to collect the GPT, and seeks an order requiring BCC to pay
GI'T back taxes, interest, and penalties, for a period dating to eight years prior to the July 2013 filing of the complaint. In
February 2014, the Superior Courl sustained BCC's demurrer to the complaint, without leave to amend, ruling that BCC is
not an “insurer” for purposes of taxation. Plaintiff appealed. In September 2015, the Court of Appeel reversed the Superior
Court's ruling, and remanded, The Caurt of Appeal held that a HCSP could be an insurer for purposes of taxation if it wrate
predominantly “indemnity™ products. In October 2015, BCC filed & petition for rehearing in the Court of Appeal which was
denied. In November 2015, BCC filed a petition for review with the California Supreme Court which was denied in
December 2015, This lawsuit is being coordinated with similar lawsuits filed ogaingt other entities. Al are set for an initéal
status conference in April 2016. BCC intends to vigorously defend this suit, however, its ultimate outcome cannot be
prescntly determined.

Where available information indicates that it is probable that a Joss has been incurred a3 of the date of the consolidated
financial statements and we can reasonably estimate the amount of that loss, we occrue the estimated loss by a charge to
income. In many procesdings, however, it is difficult 1o determing whether nny loss is probable or reasonably possible. In
addition, even where Joss is possible or an cxposure to loss exists in excess of the liability already accrued with respect o a
previously identified loss contingency, it is not always possible to reasonably estimate the amount of the possible loss or
range of loss,
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With respect to may of the preceedings 1o which we are a party, we cannot provide an estimate of the possible losses,
or the range of possible losses in excess of the amount, if any, accrued, for various reasons, including but not limited to some
or all of the following: (i) there are nove! or unseitied legal issues presented, (ii) the proceedings arc in carly stages,

{iii) there is uncertainty as to the likelihood of u class being centified or decertified or the ultimate size and scope of the class,
{iv) there is uncertninty as to the outcome of pending appeals or motions, (v) there are significant factual issues to be
tesolved, and/or (vi} in many cases, the plaintifTs have not specified damages in their complaint o in court fitings. For those
Jegal proceedings where a loss is probabie, or reasonably possible, and for which it is possible to reasonably estimate the
amount of the possible loas o5 range of losscs, we currently believe that the range of possible losses, in excess of established
reserves, for all of those procesdings is from 50 to approximately $250.0 at December 31, 2015, This estimated aggregate
range of reasonably possible losses is based upon curcenily avaitable information taking into account our best estimate of
such losscs for which such an estimale can be mude.

Cyber Attack Incident

In February 2015, we reported that we were the terget of a sophisticaled extemal cyber attack. The attackers gained
unsuthorized access to certain of our information technology systems and obiained personal information related to many
individuals and emplayees, such as namcs, birthdays, health care identification/social security numbers, street addresses,
email addresses, phone numbers and employment information, including income data. To date, there is no evidence that
credit card or medical information, such as claims, test results or diagrostic codes, were targeted, accessed or obtained,
although no assurance can be given that we will not identify additional information that was accessed or obtained.

We have continued to implement security enhancements since this incident and are supporting federsl law enforcement
efTons 4o identify the responsible partics. Upoen discovery of the cyber attack, we took immediate ection to remediate the
security vulnerability and retained a cybersecurity finn to evaluale our systems and identify solutions based on the evolving
landscape. We are providing credit monitoring and identity proteetion services to those who have been affected by this cyber
attack. We have incurred expenses subsequent 1o the cyber attack to investigats and remediate this matter and expect to
continuc o incur expenses of this nature in the foreseeable Muture. We will recognize these expenses in the periads in which
they are incurred.

Actions have been filed in various federal and state couns and other claims have been or may be asserted against us on
behalf of current or former members, current or former employees, other individuals, shareholders or others seeking damages
or other related relief, allegedly arising out of the cyber attack. State and federal agencies, including state insurance
regulators, state attorneys general, the Health and Human Services Office of Civil Rights und the Federal Bureau of
Investigation, are investigating cvents retated to the cyber attack, including how it occurred, its consequences and our
responses. Although we are cooperating in these investigations, we may be subject to fines or other obligations, which may
have an adverse effect on how we operate our business and our results of operations. With respect to the civil actions, a
motion to transfer was filed with the Judiciel Panel on Multidistrict Litigation in February 2015 ond was subsequently heard
by the Panel in May 2015. In June 2015, the Panel cntered its order transfesring the consofidated matter to the U.5. District
Court for the Northem District of California. The U.S. District Court entered its Case Management Order in September 2015.
We have filed a Motion to Dismiss severa of the counts that are before the U.S, District Court. There remain a few state
court cases that are presently proceeding outside of the Multidistrict Litigation.

We have contingency plans and insurance coverge for certain expenscs and potential liabilities of this nature. The
coverage has been sulficient 1o cover the majority of claims and liabilities incurred to date, While a loss from these matters is
reasonebly possible, we cannot reasonably estimate a range of possible losses because our investigation into the matter is
ongoing, the proceedings remain in the early stages, elleged damages have not been specified, there is uncertainty as to the
likelihood of a clasa or classes being certified or the ultimate size of any class if certified, snd there are significant factual
and legal issues to be resolved.

Other Contingencles

From time to time, we and certain of our subsidiarics are parties to various legal proceedings, meny of which involve
clnims for coverage encountered in the ordinary course of business, We, like HMOs and health insurers generally, exclude
certnin health care and ather services from coverage under our HMO, PPO and other plans. We ore, in the ordinary course of
business, subject to the clnims of ous enrollees arising out of decisions to restrict or deny reimbursement for uncovered
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setvices. The loss of cven one such claim, if it resuits in a significant punitive damage award, could have a material adverse
effect on us. In addition, the risk of potential liability under punitive damage theories may increase significantly the difficulty
of obtaining reasonable settlements of coverage claims.

In addition to the lawsuits described sbove, we are lzo involved in other pending and threatened litigation of the
character incidental to cur business, and are from time (o time involved as a party in various governmental investigations,
audits, reviews and administrative proceedings. These investigations, audils, reviews and administrative proceedings include
routing and special inquiries by state insurance departments, state attorneya general, the U 8. Attomey General and
subcommittees of the U S. Congress. Such investigations, audits, reviews and administrative proceedings could result in the
imposition of civil or criminal fines, penalties, other sanctions and additional rules, regulations or other restrictions on ous
business aperations, Any iiability that may result from any one of these sctions, or in the aggregate, could have a material
adverse effect on our consolidated financial position or results of operations.

The National Organization of Lifi & Health Insurance Guoranty Associations, or NOLHGA, is a voluntary organization
consisting of the state life and health insurance guaranty associations Yocated throughout the U.S. Such associations, working
together with NOLHGA, provide a safety nct for their state’s policyholders, ensuring that they continue Lo reccive coverage,
subject 1o state maximum limits, even if their insurer is declared insotvent, We arc nware that the Pennsylvania Insurance
Commissioner, or Insurance Commissioner, has placed Penn Treaty Network America Insurance Company and its subsidiary
American Network Insurance Company, or collectively Penn Treaty, in rehobilitation, an intermediate action before
insolvency. The state court denied the Insurance Commissioner’s petition for the liquidation of Penn Treaty and ordered the
Insurance Commissioner {0 file an updated plan of rehabilitation. The state court commenced a hearing in connection with
the updated plan in July 2015, which has been adjoumed, The state court has begun scheduling settiement conferences o
resolve outstanding issues with the plan In the event rehabilitation of Penn Treaty is unsuccessful and Penn Treaty is
declared insolvent and placed in liquidation, we and other insuress may be required to pay a portion of their policyholder
claims through state guaranty association assessments in future periods. Given the uncertainty around whether Penn Treaty
will ultimately be declared insolvent and, il so, the amount of the inselvency, the amount and timing of any associated future
puaranty fund assessments, and the pvailability and amount of any potential premium tax and other offsets, we currently
cannot estimate our net exposure, if any, to this potential insolvency. We will continue to moniter the situation and may
record a liability and expense in fulure reporting periods, which could be material to our cash flows and results of operations.

Contractual Obllgotions and Commltments

We nre o party to an agrecment with Express Scripts, Inc., or Exptess Scripts, whereby Express Scripts is the exclusive
provider of certain pharmacy bencfit management, or PBM, services to our plans, excluding our CareMore and Simply
Healtheare subsidiarics and certain self-insured members, which have exclusive agreements with different PBM service
providers. The initial term of this ngrecment expires on December 31, 2019, Under this agreement, the Express Scripts PBM
services include, but are not limited to, pharmacy network management, mail order and specialty drug fulfillment, claims
processing, rebate management and specialty pharmaccutical management services. Accordingly, the agreement containg
certain financial snd operational requirements obligating both Express Scripts and us. Express Scripta’ primary obligations
relate o the performance of such services in a compliant manncr and meeting certain pricing guarantees and performance
standards. Our primary responsibilities refate 1o formulary management, product and bencfit design, provision of data,
payment for services, cenain minimum volume requirements and oversight, The failure by either party to meet the respective
requirements could potentially serve as a basis for finenciad penalties or early termination of the contract. We belicye we
have appropriately recognized all rights and obligations under this contract at December 31, 2015.

During November 2015, we entered inte an amended and restated agreement with Accenture LLP to provide business
process culsourcing services, This new agreement supersedes certain prior agreements, converts certain services to
transaction based pricing and also includes provisions for additional services. Qur remaining commitment under this
ggreement ot December 31, 2015 was $224.0 through December 31, 2019, We have the ability 1o terminate this agreement
upon the occurrence of certnin cvents, subject ta early tenmination fees.

During December 2014, we entered into a new agrecment with International Business Machines Corporation to provide
information technology infrastructure services, This new agreement supersedes certain prior agreements and elso includes
provisions for additional services Our remaining commitment under this agresment ot December 31, 2015 was $378.4
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through March 31, 2020, We have the ability to terminate this agreement upon the occurrence of certnin events, subject to
early termination fees.

On Match 31, 2009, we entered into an agreement with Affiliated Computer Services, Inc. to provide centain print and
mailcoom services that were previously performed in-house. Our remaining commitment under this agreement at
December 31, 2015 was $15.7 through March 31, 2016, We have the ability to terminate this agreement upon the occurrence
of certain events, subject to carly termination fees.

Vulnerabiilty from Concentrations

Financial instruments that potentially subject us to concentrations of credit risk consist primarily of cash equivalents,
investment securitics, premium receivables and instruments held through hedging activities All investment securilies are
tanaged by profissional investment managers within policies authorized by our Board of Directors. Such policies fimit the
amounts that may be invested in any one issucr and prescribe certain investes company criteria. Concentrations of credit risk
with respect to premium receivables are limited due to the Jarge number of emplayer groups that canstitute our customer
base in the states in which we conduct business. As of December 31, 2015, there were no significant concentrations of
financial instruments in a single investee, industry or geographic location

14, Capital Stock
Stack Incentive Plans

Our Board of Directors has adopled the Anthem Incentive Compensation Plan, or Incentive Compensation Plan, which
has been approved by our shareholders, The term of the Incentive Compensation Plan is such that no awards may be granted
on or after May 20, 2019. The Incentive Compensation Plan gives authority to the Compensation Comumittee of the Board of
Directors to make incentive awards to our non-employee directors, cmployees and consullants, consisting of stock options,
stock, restricted stock, restricted stock units, cash-based awards, stock appreciation rights, performance shares and
performance units, The Incentive Compensotion Pian, as amended and restated, limits the number of available shares for
issuance to 60.1 shares, subject to adjustment as sat forh in the Incentive Compensation Plan.

Stock optians are granted for a fixed number of shares with an exercise price at least equul to the fair value of the shares
ot the grant date. Stock options vest over three years in equat semi-annual installments and generally have a tert of len years
from the grant date.

Certain oplion grants contain provisions whereby the employes continues to vest in the award subsequent fo terinination
due to retirement. Qur attribution method for newly granted awards considers all vesting and other provisions, including
retirement ligibility, in detennining the requisite service period over which the fair value of the awards will be recognized.

Awards of restricted stock or restricted stock units are issued at the fair value of the stock on the grant date and may also
include one o more performance measures that must be met for the award to vest The restrictions lapss in three equal
annual installments Performance units jssucd in 2015 will vest in 2018, based on eamings targets over the three year period
of 2015 to 2017,

For the years ended December 31, 2015, 2014 and 2013, we recognized share-based compensation expense of $148.2,
$168.9 and $146.0, respectively, as well as related 1ax benefits of $53.7, $60.7 and $52.6, respectively.
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A summary of stock option activity for the year ended December 31, 2015 is as follows:

Weighted-Avetage
Weighted-Aversge Remuining Aggregate
Number o’ Option Price per Contractuai Life Intrinale
Shares Share {(Years) Valus

Quistanding at January 1, 2015 73§ 70.30

Granted 13 146.73

Exercised (2.4) 67.74

Forfeited or expired 02) 162.14

Qutstanding at December 31, 2015 6.0 87.23 421 § 3227
A

Exercisable at December 31, 2015 39 7196 276 § 2633
I

The intrinsic value of options exercised during the years ended December 31, 2015, 2014 and 2013 amounted 1o $1881,
$156.7 and $176.0, respectively. We recognized tax benefits of $68.0, $53.2 and $56.8 in 2015, 2014 and 2013, respectively,
from optien cxercises and disqualifying dispositions. During the years ended December 31, 2015, 2014 and 2013 we
received cash of $162.2, $283.6 and $524 7, respectively, from cxercises of stock options.

The tota! fair valte of restricted stock awards that vested durig the years ended December 31, 2015, 2014 and 2013 was
$257 2, $174.0 and $46.7, respectively

A summary of the status of nonvested restricted stock activity, including restricted stock units, for the year ended
December 31, 2015 is as follows:

Weighted-Aversge

Restricied Gran) Date

Stock Shares Fair Valee

snd Unly per Share
Nenvested at January 1, 2015 6 % 7563
Granted 09 147 00
Vested 1.7 72.25
Forfeited ©n 101,57
Monvested at December 31, 2015 27 10t.66

During the year ended December 31, 2015, we granted approximately 0.4 restricted stock units that are contingent upon
us achieving eaming targets over the three year period of 2015 to 2017, These grants have been included in the activity
shown above, but witl be subject 1o adjustment at the end of 2017, based on results in the three year period.

As of December 31, 2015, the total remaining unrecognized compensation expense related to nonvested stock options
and restricted stock amounted to $19.3 and $38 7, respectively, which will be amortized over the weighted-average
remaining requisite service periods of 10 months.

As of December 31, 2015, there were approximately 18.7 shares of common stock available for future grants under the
Incentive Compensation Plan.

Falr Value

We use a binomial Jettice valustion model to estimote the fair value of all stock options granted. Expected volatility
assumptions used tn the binomial lartice model are based on an analysis of implied volatilities of publicly traded options on
our stock and historical volatility of our stock price. The risk-free interest rate is derived from the U.S, Treasury strip rates at
the time of the grant. The expected term of the options was derived from the outputs of the binomial laitice madel, which
incorporates post-vesting forfeiture assumptions based on an analysis of historical data. The dividend yicld was based on our
estimate of future dividend yields. Similar groups of employces that have dissimilar exercise behavior are considered
separatcly for valuation purposes We utilize the “multiple-grant” approach for recognizing compensation expense associated
with cach separately vesting portion of the share-based nward.
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The following weighted-uvernge assumptions were used to estimate the fair values of options granted during the years
ended December 31:

2015 1014 2013
Risk-free interest rale 1.96% 2.16% 1.25%
Volatitity factor 31.00% 35.00% 35.00%
Dividend yield {(annual) 1.70% 2.00% 240%
Weighted-average expected life (years) 4.00 375 400

The following weighted-average fair values were determined for the years ending December 31

2018 2014 2013
Options granted during the year $ 3397 § 24 8 14.64
Restricted atock and stock awards granted during the year 147.00 90.53 63.06

‘The binomia! lattice option-pricing model requires the input of highly subjective assumptions including the expected
stock price volatility. Because our stock option grents have characteristics significantly different from those of traded
options, and becatse changes in the subjective input assumptions can materially affect the fair value estimate, in our apinion,
existing models do not necessarily provide 8 reliable single measure of the fair value of our stock option grants.

Employee Stock Purchase Plan

We have registered 14.0 shares of common stock for the Employee Stock Purchase Plan, or the Stock Purchase Plan,
which is intended to provide a means to encournge and assist cmployees in sequiring a stack ownership interest in Anthem.
Pursuant to terms of the Stock Purchase Plan, an employee is permitied to purchase no more than $25,000 (sctual doliars)
werth of stock in any calendar year, based on the fair vatue of the stock at the end of each plan quarter. Employees become
participants by electing payroll deductions from 1% 1o 15% of gross compensation, Once purchased, the stock ia
pecumulated in the employee's investment account. The Stock Purchase Plan allows participants to purchase shares of our
commaen stock at a price per share of 95% of the fair value of 8 share of common stock on the last trading day of the plan
quarter. The employec stock purchase plan discount is not recognized as compensation expense based on GAAP guidance.
There were 0.1 shares issued during the year ended December 31, 2015, As of December 31, 2015, 5.8 sharcs were available
for issuance under the Stock Purchase Plan.

Use of Capital and Stock Repurchase Program

We regularly review the appropriate use of capital, inchuding acquisitions, common stock and debt security repurchases
and dividends to sharcholders. The declaration and payment of any dividends or repurchases of our common stock or debt is
at the disceetion of our Board of Directors and depends upon aur financial condition, results of eperations, future liquidity
nceds, regulatory and capital requirements and other factors deemed relevant by our Board of Ditectors.
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A summary of the cash dividend activity for the years ended December 31, 2015 and 2014 is as follows:

Cash Dividend per
Declaration Date Record Date Payment Date Share Tatal

Year ended December 31, 2015

January 27, 2015 March 10, 2015 March 25, 2015 s 06250 $ 166.6

April 28, 2015 June 10, 2015 June 25, 2015 0.6250 163.9

July 28, 2015 September 10, 2015 September 25, 2015 0.6250 163.0

October 27, 2015 December 4, 2015 December 21, 2015 06250 163.1
Year ended December 31, 2014

Junuary 28, 2014 March 10, 2014 March 25, 2014 $ 04375 3 1234

Apri] 29, 2014 June 10, 2014 June 25, 2014 04375 120.5

July 29, 2014 September 10,2014 September 25, 2014 04375 119.2

October 28, 2014 December 5, 2014 December 22, 2014 04375 117.6

On February 18, 2016, our Board of Ditectors declarcd a quarterly cash dividend to shareholders of $0.6500 per share
an the oulstanding shares of our common stock, This quarterly dividend is payable on March 25, 2016 to the shareholders of
record as of March 10, 2016,

Under our Board of Directors’ eutharization, we meintain a common stock repurchase program. On October 2, 2014, the
Board of Dircctors authorized & $5,000.0 increase to the common stock repurchase program, Repurchases may be made from
time to time at prevailing market prices, subject to certain restrictions on volume, pricing and timing. The repurchases ere
cifected from time 1o time in the open market, through icgotiated transactions, including accelerated share repurchase
agresments, and through plans designed 1o comply with Rule 10b5-1 under the Securities Exchange Act of 1934, as
amended. Our stock repurchase program is discretionary as we are under no obligation to repurchase shares, We repurchase
shares under the program when we belicve it is e prudent use of capilal. The excess cost of the repurchased sharcs over par
value is charged on a pro rata basis to additional paid-in capital and retained camings.

A summary of common stock repurchases for the years ended December 31, 2015 and 2014 is a8 follows:

Years Ended December J1
018 2814
Shares repurchased 104 304
Average price per share s 14550 § 98 52
Aggregate cost $ 15158 § 29948
Authorization remaining at the end of cach period $ 41759 § 56917

During the year ended December 31, 2015, we entered into a scrics of call and put options with certain counterparties to
repurchase shares of our common stock. We excreised call options that enabled us to repurchase 2.1 shares of our common
stock ot an average strike price of $135.03. In order to set the coll option strike prices below our market price at inception on
cenain of these options, we sold 5.3 put options, the majority containing on average strike price equel to the call options.
During the year ended December 31, 2015, 4.6 put options expired unexercised, while the remaining 0.7 put options were
pssigned to us, resulting in our repurchase of 0.7 shares of our common slock at an average share price of $143.89, Based on
GAAP puidance, the initial value of the call options was recognized as a reduction of shercholders' equity ond the initial
value of the put aptions was recognized as a liability.

Under the common stock repurchase program authorized by cur Board of Dircctors, on February 4, 2014, we entered
into an accelerated share repurchase agreement with a counterparty. The agreement provided for the repurchase of a nunber
of our sharcs, equal to $600.0, as determined by the dollar volume weighted-average share price daring the term of the
agreement. In Maech 2014, we repurchased 6.6 shares under the agreement,
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During 2013, we purchased call options on 3.0 shares of our common stock. The call options allewed us to repurchase
shares ot a predetermined strike price up through the expiretion dates. The punpose of the call options was to reduce share
price volatility on potential future common stock repurchases. The aggregate premium paid was $25.8, of which §7 9 was
recorded as e reduction of sharcholders' equity and the remaining $17.9 was recorded a3 a derivative asset based on FASB
guidance. The aggregate premium is reported in finencing activities in our consolidated statements of cash flow. The call
options had strike prices ranging from $77.50 to $83.10 per share. The aggregate fair velue of the call options reported as a
derivative asset was $27 5 at December 31, 2013, The call options were exercised on various dates throughout January and
February 2014.

For additional information regarding the use of capital for debt security repurchases, sce Note 12, "Debt.”
Equity Units

On May 12, 2015, we issued 25 0 Equity Units, pursuant (o an underwriting agreement dated May 6, 2015, inan
aggregate principal amount of $1,250.0. For additional information relating to the Equity Units, see Note 12, “Debr”

15, Accumulated Other Comprehensive Income

A reconciliation of the components of accumulated other comprehensive income at December 31 is as follows:

2015 2014
Invesmments:

Gross unrealized gains $ 8150 § 11549

Gross unrealized losses (447.5) (196 8)

Net pretex unrealized gains 3675 958.1

Deflerred tax liability {124.2) (330 5)
Net unreatized gains on investments 2433 6276
Non-credit components of OTT1 on investments:

Gross unrealized losses (154} (68)

Deferred tax asset 54 24
Net unrealized non-credit component of OTTI on investments (10.0) @4
Cash flow hedges:

Gross unrealized losses (124.8) (552)

Deferred iax asset 437 19.3
Net unrealized losses on cash Now hedges {8L.1) (359)
Defined benefit pension plans:

Deferved net actuarial loss (635.0} (563.7)

Deferred prior service credits 01 22

Deferred tax asset 250.4 232
Net unrecognized periodic benefit costs lor defined benefit pension plans (384.5) (338.3)
Postretirement benefit plans:

Deferred net actuarial loss (1621 2112)

Defecred prior service crediis 735 880

Defemred tax asset 35.1 489
Net unrccognized pesiodic benefit costs for postretirement benefit plans (54.1) (74.3)
Forcign currency translation adjustments:

Gross unrealized losses {9.5) {4.3)

Deferred tax asset 33 15
Net unrealized losses on foreign currency translation adjustments {62) 28)
Accumulated other comprehensive (loss) income $ (2926) $ 1719
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Other comprehensive income (loss) reclassification adjustments for the years ended December 31 are as follows:

2015 2014 1013

[nvestrents:

Net holding (loss) gain on investment securities arising during the period,
net of tax benefit (expense) of $180.4, ($107.9), and $102.4, respectively $  (336.1) § 2018 § (1822)

Reclassification adjustment for net realized pain on investment securities,
net of tax expense of $25.9, $44.8 and $60.6, respectively (48.2) (R3.2) (1125)

Total reclassification adjustment on investments (384.3) 1186 (294.7)
Non-credit component of OTTI on investments:
Non-credit compenent of OTTT on investments, net of tax benefit

{expense) of $3.0, $2.1, and ($0.9), respectively (56) (B39 1.7
Cash flow hedges:

Holding (loss) gain, net of tax benefit (expense) of $24 4, $1.9, and (51.6),

respectively (45.2) (3.6) 30
Other:

Net change in unrecognized periodic bencfit costs for defined benefit
pension and postretirement benefit plans, net of tax benefit (expense) of

$13.4, $75.2, and ($106 8, respectively (26.0) (118.1} 1127

Foreign currency translation adjustment, net of tax benefit (expensc) of

$1.8, $2.2, and (§0.6), respectively (34) (4.3) 14
Net toss recogaizd in other comprehensive loss, net of tax benefit of $248.9,
$18 3, and $53.1, respectively § (4645) § (113) § (1159)
16. Relusurance

We reinsure coriain risks with other companies and assume risk from other companies. We remain primarily liable to
policybolders under ceded insurance contracts and are contingently liable for amounts recoverable from reinsurers in the
event that such reinsurers do not meet their contractual obligutions We evaluate the financiat condition of our reinsurers and
monitor concentrations of credit risk arising from similar geographic regions, activities, or economic characteristics of the
reinsurers 1o minimize our exposure to significant losses from reinsurer insolvencies. In conjunction with the Health Care
Reform temporary reinsuranhce premium stabilization program, we recognize assessments upon our fully-insured non-
grandfathered individual market plans that are eligible for reinsurance recoverics as ceded premioms and estimated
reinsurance recoveries as a reduction to benefit expense, Assessments upon all other lines of busincss not eligible for
reinsurance recoveries are recognized in peneral and administrative expense,

A summary of direct, assumcd and ceded premiums writicn and eamed for the years ended December 31 is as follows:

2018 014 1013

Wriiten Earneld Written Earned ‘Written Earmed
Direct $729255 §$732592 $686286 $633043 $65939.1 8660389
Assumed 2218 2219 1923 1940 174.3 174.0
Ceded (95.8) (96 0) (108 5) (108.5) (92.6) (93.8)
Net premiums $73,051.5 §$73,3857 $687124 $683898 5660208 §66119.1
Percentage—assumed to net

premiums 0.3% 0.3% 0.3% 0.3% 0.3% 03%
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A summary of net premiums written and camed by segment (see Note 19, “Segment Information™) for the years ended
December 31 is ns follows:

2018 2054 2013
Writlen Earned Wrliten Earaed Wrilien Esrned

Reportable segments:

Commercial and Specialty

Business $ 10169 § 330730 § 350847 $ 350452 § 357339 § 35720

Government Business 40,0046 40,307.1 31,6217 33,3446 30,2869 30,3471

Other — — -~ = — —
Net premiums $ 730515 § 733851 $ 687124 $ 683898 § 660208 § 661191

The effect of reinsurance on benefit expense for the years ended December 31 is as follows:

018 1014 2013
Direct $ 61,6740 § 574966 S 56,1852
Assumed 1922 1824 155.6
Ceded (749 3) (824.1) (103.7)
Net benefit expensc § 61,1169 § 568549 § 56,2371

The cffect of reinsurance on certain assets and liabilities at December 31 is as follows:

013 2014
Policy liabilitics, assumed $ 567 § 574
Uneamned income, assumed 05 o4
Premiums payable, ceded 9.3 1.7
Premiums receivable, assumed 232 54

17. Leases

‘We tease office space and certain computer und related equipment using noncancelable operating leases. At
December 31, 2015, future lease payments for operating Jeases with initial or remmining noncancelable terms of ene year or
more consist of the following:

2016 $ 1415
207 140.0
2018 1272
2019 1099
2020 843
Thereafter 2458
Total minimum payments required $ 8487

We have ceriain lease agreements that contain contingent payment provisions. Under these provisions, we pay
contingent amounts in addition to base rent, primarily based upon annual changes in the consumer price index. The schedule
above containg estimated amounts for potential future increases in lease payments based on the contingent payment
provisions.

Lease expense for 2015, 2014 and 2013 was $212.9, $192.5 and $185.9, respectively
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18, Enrnings per Share

The denominator for basic and diluted eamings per share at December 3¢ is as follows:

208 2014 2013
Denominator for basic eamings per share—weighied-average sharca 263.0 27159 2985
Effect of dilutive securitiss—employee stock options, non-vested restricted stock
awards and conventible debentures 9.9 100 53
Denominetor for diluted eamings per share 2729 2859 3038

During the years ended December 31, 2015, 2014 and 2013, weighted-average shares related to cenain stock options of
1.0, 0.5 and 4.2, respectively, were excluded from the denominator for diluted earninga per share because the stock options
were anli-dilutive.

During the years ended December 31, 2015, 2014 and 2013, we issucd approximately 0.4, 0.7 ond 0.9 restricted stock
units, respectively, of which vesting was contingent upon meeting certain camings targets. Contingent restricted stock units
are exciuded from the denominator for diluted earings per share and are included only if and when the contingency is met.
The 2015 contingent restricted stock units arc being measured over the three year period of 2015 through 2017, and remain
contingent as of December 31, 2015. The 2014 and 2013 contingent restricted stock units were based on annual tergets and
were subsequently inctuded it the denominator for diluted camings per share for the years ended December 31, 2015 and
2014, respectively.

The Equity Units are potcntially dilutive securities but were excluded from the denominator for diluted earmings per
share for cach of the years presented as the dilutive stock price threshold was not met.

19, Segment Information

On May 20, 2013, we announced certain organizational and executive leadership changes to afign with how our Chief
Executive Officer is managing our operations Beginning with the three montha ended June 30, 2013, our organizational
structure is comprised of three reportable segments: Commercial and Specialty Business; Government Business; and Other

Our Commercial and Specialty Business segment includes our Local Group, Nationa) Accounts, Individusl and
Specialty businesses. Business units in the Commercial and Specialty Business segment offer fully-insured health products;
provide & broad arey of menaged care services to self-funded customers including claims processing, underwriting, stop loss
insurance, ectuarial services, provider network access, medical cost management, discase management, wellness programs
and other administrative services; and provide an array of speciglty and other insurance products and services such as dental,
vision, life and disability insurance benefits, rediology benefit management and analytics-driven personal health care
guidance

Our Govermnment Business segment includes Medicare and Medicaid businesses, National Govemnment Services, or
NGS, and services provided to the fedem) government in connection with FEP, Medicare business includes services such as
Medicare Advantage, Medicans Part D, and Medicare Supplement. Medicaid business includes our managed care alternatives
through publicly funded health carc programs, including Medicaid, Temporary Assistance for Needy Family programs,
programs for seniors and people with disabilities, programs for long-term services and support, Children’s Health Insurance
Programs and ACA.related Medicaid cxpansion programs. NGS ects as a Medicare contractor for the federel government in
several regions across the nation.

Qur Other segment includes other businesscs that do not meet the quantitative thresholds for an operating segment as
defined by FASB guidence, as well as corporate expenses not allocated to the other reportable segments.

We definc operating revenues, a non-GAAP measure, to include premium income, administrative fees and other
revenues. Operating revenues are derived from premiums and fees received primarily from the sale and administration of
health benefit products. Operating gain, & non-GAAP measure, is calculated as (otal operating revenue less benefit expense
and selling, general and administrative expense.
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‘Theough our participation in various federal govemment programs, we generated approximately 18.8%, 21.0% and
20.3% of our total consolidoted revenues from agencies of the U.S, government for the years ended December 31, 2015,
2014, and 2013, respectively. These revenues are contained in the Govemment Business segment.

The accounting policies of the segments arc cansisient with those described in the summary of significant accounting
policies in Note 2, “Basis of Presentation and Sigrificant Accounting Policies,” except that certain shared administrative
expenses for each segment are recognized on a pro rata allocated basis, which in aggregate approximales the consolidoted
expense. Any difference between the allecated expenses and actual conselidated expense is included in other expenses not
allocated to reportable segments, Intersegment sales and expenses are recorded at cost and eliminated in the consofidsted
financial statements. We evaluate performance of the reporiable segments based on operating gain or loss as defined above.
We evaluate net investment income, net realized gains on investments, OTTI losses recognized in income, interest expense,
amortization expense, gain or Joss on extinguishment of debt, income taxes, assels and lizhilities on n consolidated basis as
these ilems are managed in a corporate shared service environment and are not the responsibility of segment operating

tnanagement.

Financia! data by rcportable segment for the years ended December 31 is as follows:

Year ended December 31, 2015

Operating revenue

Operating gain (loss)

Depreciation and amortization of property and equipment
Year ended December 31, 2014

Operting revenue

Operating gain (loss)

Depreciation and amontization of property and equipment
Year ended December 31, 2013

Operating revenue

Operating gain (loss)

Depreciation and amortization of property and equipment
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$ 375708 § 408130 $ 210 § 7340438
2,8540 1,978.5 (79.4) 4,753.1
-— e 5156 5156
$ 39,1996 § 33,7964 § 257 § 730217
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The major product revenues for each of the reportable segments for the years ended December 31 are as follaws;

2015 2014 2013
Commerclal and Specialty Business

Managed care producis § 316769 § 33,7556 § 345169
Managed care services 4,344.8 39978 3,474.0
Dental/Vision products and services L7 1,037 3 9525
Other 4374 408.9 4608
Total Commercial and Specinlty Business 37,5708 39,199.6 39,4042
Government Business

Managed care products 40,307.0 33,3446 30,3471
Managed cane services 506.0 451.83 405.5
Total Government Business 40,8130 33,7964 30,7526
Other

Other 210 25.7 346
Total product revenues $ 784048 § 730217 § 70,1514

The classification between managed care products and managed care services in the above table primarily distinguishes
between the level of risk assumed. Managed care products represent insusance products where we bear the insurance risk,
whereas menaged care services represent product offerings where we provide claims adjudication and other administrative
services fo the customer, but the customer principally bears the insurance risk.

Agsset, liability and equity details by reportable segment have not been disclosed, as we do not internally report such
information.

A reconciliation of reportable segment operating revenues to the amounts of total revenues included in the consolidated
statements of income for the years ended December 31 is as follows:

2018 2014 2013
Reportable segments operating revenucs § THA048 $ 730217 § TD,19N4
Net investment income 6716 724.4 659.1
Nect realized gains on investments 157.5 177.0 mse
Other-than-temporary impairment losses recognized in income (834) (49.0) (98 9)
Total revenues $ 79,0565 $ TiBT4 0§ 710235

A reconciliation of reportzble segment operating gain to income from continuing eperations before income taxes
included in the consolidated statements of income for the years ended December 31 i3 as follows:

2015 1014 2013
Reportable segments operating gain $ 471531 § 44184 S 40014
Net investment income 677.6 7244 659.1
Net realized gains on investments 157.5 177.0 M9
Other-than-temporary impairment losses recoghized in income {83.4) {49.0) {98.9)
Interest expense (653.0) (600.7) {602.7)
Amortization of other intangible assets (230,1) {220 9) {245.3)
Gain {loss) on extinguishment of debt 93 81.1) (145.3)
Income from continting operations before income tax expense $ 46310 $ 43681 $§ 38402
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20, Related Party Transactlons

We have a 19 99% equity investment in Nationa! Accounts Service Company, LLC, or NASCO, which processes
Natienal Accounts claims and provides other administrative services for us and certain other Blue Cross Blue Shield plans,
Administrative expenses incurred refated to NASCO services totaled $83.6, $85.3 and $77.6, for the years ended
December 31, 2015, 2014 and 2013, respectively. Amounts due to NASCO were $5.4 and $4 5 at December 31, 2015 and
2014, respectivcly.

21. Statutory Information

‘The majority of eur insurance and HMO subsidiaries report their nccounts in conformity with accounting peactices
prescribed or permitted by state insurance regulatory authorities, or statutory, which vary in ceriain respects from GAAP.
However, certain of our insurance and HMO subsidiaries, including BCC, Blue Cross of Califomnia Parmership Plan, lac,
Golden West Health Plan, Inc. and CareMore Health Plan are regulated by the Catifomia Department of Managed Health
Care, or DMHC, and report their accounts in conformity with GAAP (these entities are collectively referred to as the
“DMHC regulated entities”). Typical differences of GAAP reporting as compared to statutory reporting are the inclusion of
unrcalized gains or losses relating to fixed maturity securities in sharcholders' equity, recognition of uil assets including
those thet are non-admitted foc stotutory purposes and recognition of all deferred tax asscts without regard to statutory limits.
The Natiotal Association of Inswrance Commissioners, or NAIC, developed 1 codified version of the statutory accounting
principles, designed to foster more consistency among the states for accounting guidelines and reporting. Prescribed statutory
accounting praclices ere sct forth in a variety of publications of the NAIC as well as state laws, regulations and general
administrative rules.

Our ability to pay dividends and credit obligations is significantly dependent on receipt of dividends from our
subsidiaries. The payment of dividends t¢ ug by our insurance and HMO subsidiaries without prior approval of the insurance
departments of each subsidiary’s domiciliary jurisdiction is limited by fermuls, Dividends in excess of these amounts are
subject to prior approval by the respective state insurance departments or the DMHC,

Our statutory basis insurance and HMO subsidiaries are subject to risk-based capital requirements. Risk-based capital is
a method developed by the NAIC to determine the minimum amount of statulory capital appropriate for an insurance
company or HMO to support its overall business operations in consideration of its size and risk profile. The formula for
determining the amount of risk-based capital specifies various factors, weighted based on the perceived degree of risk, which
are applied to certain financial balances and finenciel activity. Below minimum risk-based capital requirements are classified
within certain levels, each of which requires specified comrective action. Additionaily, the DMHC regulated entities are
subjeet to capital and sclvency requiremenis as prescribed by the DMHC. As of December 31, 2015 and 2014, all of our
regulated subsidiaries exceeded the minimum risk-based capital requirements and/or capital and solvency requirements of
their applicable govemnmenta! regulator. The statutory risk-based capital necessary to satisfy regulatory requirements of our
statutory basis insurance and HMO subsidiaries was approximately $3,900,0 and $3,400 0 as of December 31, 2015 and
2014, respectively. The tangible net equity required for the DMHC regulated entities was approximately $560 0 and $520 0
as of December 31, 2015 and 2014, respectively.

Statutory-basis capital and surplus of our insurance and HMO subsidiaries and capital and surplus of our other regulated
subsidiarics, excluding the DMHC regulated entities, was $9,676.7 and $9,727 2 at December 31, 2015 and 2014,
respectively. Statutory-basis net income of our insurance and HMO subsidiaries and net income of our other regulated
subsidiaries, excluding the DMHC regulated entities, was $2,359.9, $2,403.8 and $2,635 8 for 2015, 2014 and 2013,
respectively. GAAP equity of the DMHC repulated entities was $1,838.1 and $1,696.1 at December 31, 2015 and 2014,
respectively. GAAP net income of the DMHC regulated entitics was $477.5, $453.6 and $487.7 for the years ended
December 31, 2015, 2014 and 2013, respectively.
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22. Setecied Quarterly Financial Dota (Unaudited)
Selected quarterly financial data is as follows:

For the Quarter Ended

March 31 June 30 September 30 December 31
2018
Total revenues $ 190515 § 20,0155 § 199016 § 20,879
Income before income taxes 1,569.1 1,5580 1,129.6 343
Net income 8652 852.1 6548 1809
Basic net income per share b 325§ 327 8 251 % 0.69
Diluted net income per share 3.09 313 243 0.68
2014
Total revenues $ 178594 § 184734 5 135570 § 189843
Income {rom continuing operations before income taxes 1,130.1 1,263 7 1,087.2 8871
Income from continuing operations 691.4 7311 6309 506.7
Income frot discontinued operations 9.6 — — —
Net income 7010 73t.1 6309 5067
Basic net income per share - continuing operations $ 243 § 264 % 231 § 1.88
Basic net income per shere - discontinued operations 003 o — -
Basic net income per share 245 2,64 231 1.88
Dituted net income per share - continuing operations s 237 0§ 256 § 222 % 1.80
Diluted net income per sharc - discontinued operations i Xix) - —_ -_
Diluted net income per share 240 2.56 222 1.80

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE,

Thete have been no changes in or disagreements with our independent registered public accounting firm on accounting
or financial disclosures,

ITEM 9A, CONTROLS AND PROCEDURES.
Evaluation of Disclosure Cantrols and Procedures

We carried out an evaluation as of December 31, 2015, under the supervision and with the participation of our
management, including our Chief Executive Officer and Chief Financia! Officer, of the cfTectiveness of the design and
operation of our disclosure controls and procedures as defined in Rule 13a-15(e) of the Exchange Act, Based upon that
cvaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures
are effective in timety alerting them to material information relating to us (including our consolidated subsidiaries) requircd
to be disclosed in our reports under the Exchange Act. In addition, based on that evaluation, the Chief Executive Officer and
Chief Financial Officer concluded that our disclosure controls and procedures were effective in ensuring that information
required to be disclosed by us in the reports that we file or submit under the Exchange Act is accumulated and comimunicated
fo our management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely
decisions regarding required disclosures.
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Management's Report on Internat Contro! Over Financial Repesting

Manuagement, under the supervision and with the participation of the principal executive officer and principal financial
officer, of Anthem, Inc., or the Company, is responsible for establishing and mamtaining cffective intemal control over
financial reparting, or Intemal Control, as such term is defined in the Exchange Act. The Company’s Internal Control is
designed 1o provide reaspnable assurance regarding the reliability of the Compeny’s financial reporting and the preparation
of financial statements for extemal reporting purpeses in accordance with U.S. generally accepted accounting principles, or
GAAP. The Company’s Intcmal Control includes these policies and procedures that (i) pertain to the maintenance of records
that in reasonable detail nccurately ond fairly reflect the transactions and dispositions of the assets of the Company,

(i} provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with GAAP, and that receipts and expenditures of the Company are being made only in accordance with
suthorizations of management and directors of the Company; and (iii) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use or disposition of the Company's assets that could have a matcrinl effect on
the financial siatements,

Because of inherent limitations in any Internal Control, no matter how well designed, misstatements due to error or
froud may occur and not be detected. Accordingly, even effective Intemal Control can provide only reasonable assurance
regarding lhe reliability of financisl reporting and the preparation of financial statements for external purposes in accordance
with GAAP.

Management, under the supervision and with the participation of the principal executive officer and principal financial
officer, assessed the cffectiveness of the Company's Internal Control 23 of December 31, 2015, Management's assessment
was based on criteria established in Intemal Control—Integrated Framewuork (2013) issued by the Committee of Sponsoring
Organizations of the Treadway Commission.

The Company completed its acquisition of Simply Healthcare Holdings, Inc. on February 17, 2015, As permitted by the
U S Securitics and Exchange Commission, management's assessment as of December 31, 2015 did not include the Intemnal
Contro! of the former Simply Healthcare Holdings, Inc., whose balance sheet is included in the Compuny's consolidated
financial statements as of December 31, 2015, Such operations of Simply Healthcare Holdings, Inc. constituted $249.6
million and $87.2 million of the Company's total assets and net asscts, respectively, as of December 31, 201 5, and $1,090.6
mitlion and $18.7 million of the Company's operating revenue and net income, respectively, for the year then ended,

Based on management’s assessment, which excluded an assessment of Intemal Control of the required operations of
Simply Healthcare Holdings, Inc., management has canctuded that the Company’s Intemal Controf was effective as of
December 31, 2015 to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for extemal reporting purposes in accordance with GAAP,

Emst & Young LLP, the Company's independent registered public accounting finn, has audited the consolidated
financial statements of the Company for the year ended December 31, 2015, and has also issued an audit repont dated
February 19, 2016, on the cffectiveness of the Company’s internal control over financial reporting as of December 31, 2015,
which is included in thts Annual Report on Form 10-K.

Is/ JostpH R, SWEDISH is/ WayNt S DEVEYDT
Chairman, President and Chief Executive Officer Executive Vice President and Chicf Financial Officer

Changes in [nternal Contsol over Financlsl Reporting

There have been no changes in our internal control over financial reporting that occurred during the three months ended
December 31, 2015 that have materially affected, or are reasonably likely to materiaily affect, our intemal control over
{inancial reporting.
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Report of Independent Registered Public Accounting Firm
The Boord of Directors and Shareholders of Anthem, Inc.

We heve audited Anthiem, Inc.’s intemal control over financial reporting as of December 31, 2015, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework) (the COSO criteria). Anthem, Inc.’s management is responsible for maintaining
effective internal control over financinl reporting, and for its assessment of the effectiveness of intemnal control over financtal
reposting included in the accompanying Management’s Report on Internal Controf Over Financial Reporting, Our
responsibility i$ 10 express an opinion on the company’s intemal contrel over financial reparting based on our audit.

We conducted our audit it accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective
internal contyol aver financial reporting was meintained in all material respects. Our audit included obtaining an
understanding of internal control over finencial reporting, nssessing the risk that a material weakness exists, testing and
evaluatipg the design and operating ciTectiveness of internal control based on the assessed risk, nnd performing such other
procedures as we considered necessary in the circumstances, We believe that our audit provides a reasonable basis for our
opimon,

A compapy’s infernal control over financial reporting is a process designed fo provide reasenable assurance regording the
reliability of financial reporting and the preparation of financial statements for extemel purposes in accordance with
generally accepted accounting principles, A company’s intemal control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; {2) provide reasonable assurance that transoctions are recorded us
necessary 1o permit preparation of financial statements in accordance with generally accepied accounting principles, and that
receipts and expenditures of the company ers being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or imely detection of unauthorized
acquisition, use, or disposition of the company's assets that could have a materinl effect on the financial statements.

Because of its inherent limitations, internal control aver linancial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectivencss to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degrec of compliance with the policies or procedures may detcriorate.

As indicated in the sccompanying Management's Report on [Intemal Control Over Financial Reporting, management's
assessment of and conclusion on the effectiveness of internal control over financial reporting did not include the intemal
controls of the former Simply Healthcare Holdings, Inc., which is included in the 2015 consolidated financial statements off
Anthem, Ine. and constituted $249.6 million and $87.2 million of total and net assets, respectively, as of December 31, 2015
and $1,090.6 million and $18.7 million of operating revenues and net income, respectively, for the year then ended. Our
audit of internal controls over financial reporting of Anthem, Inc. also did not include an evaluation of the internal controls
over financia) reporting of Simply Heelthcare Holdings, Inc.

In our opinien, Anthem, Inc. maintained, in all material respects, effective intemal control over financial reporting as of
December 31, 2015, based on the COSO criterin.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated balance sheets of Anthem, Inc. as of December 31, 2015 and 2014, and the related consolidated statements
of income, comprehensive income, sharcholders’ equity, and-cash flows for each of the three years in the period ended
December 31, 2015 of Anthem, Inc. and our report dated February 19, 2016 expressed an unqualified opinion thereon.

s/ ERNST & Youna LLP

Indianapolis, Indiana
February 19, 2016
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ITEM 9B. OTHER INFORMATION.

None.

PART 1L
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE.

The information required by this 1tem concerning our Executive Officers, Directors and nominees for Director, Audit
Committec members and financial experi(s) and conceming disclosure of delinquent filers under Section 16(a) of the
Exchenge Act and our Stendards of Business Conduct is incorporated herein by reference from our definitive Proxy
Statement for our 2016 Annuat Meeting of Sharcholders, which will be filed with the SEC pursuant to Regulation 14A
within 120 days after the end of our Jast fiscal year,

ITEM 11, EXECUTIVE COMPENSATION.

The information required by this Item concerning remuneration of our Executive OfTicers and Direclors, materiat
transactions involving such Execulive Officers and Directors and Compensation Commitiee interlocks, as well as the
Compensation Committes Report, are incorporated herein by reference from our definitive Proxy Statement for our 2016
Annuval Meeting of Shareholders, which will be filed with the SEC pursuant to Regulation 14A within 120 days after the end
of our last fiscal year

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS.

The information required by this ltem concerning the stock ownership of management und five percent beneficial
owners and securities suthorized for issuance under equity compensation plans is incorporated herein by reference from our
definitive Proxy Statement for our 2016 Annual Meeting of Sharcholders, which will be filed with the SEC pursuant to
Regulation 14A within 120 days afler the end of our last fiscal year.

TTEM 13, CERTAIN RELATICNSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE.

The information required by this Item conceming certain relationahips and related person transactions and director
independence is incorporated herein by reference from our definitive Proxy Statement for our 2016 Annual Mecting of
Sharcholders, which will be filed with the SEC pursuant to Regulation 14A within 120 days after the end of our Jast {iscal
year.

ITEM 14, PRINCIPAL ACCOUNTANT FEES AND SERVICES,
The information required by this ltem concerning principal accounting fees and services is incorporated herein by

reference from our definitive Proxy Statement for our 2016 Annuel Meeting of Sharcholders, which will be filed with the
SEC pursuant to Regulatior 14A within 120 days after the end of our last fiscal year,
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES.

(a) 1. Financial Statements:
The following consalidated financial statements of the Company are set forth in Part 11, ltem §
Report of Independent Registered Public Accounting Firm
Consolidated Balance Sheets as of December 31, 2015 and 2014
Consolidated Statements of Income for the years ended December 31, 2015, 2014, and 2013
Consolidated Statements of Comprehensive Income for the years ended Decemnber 31, 2015, 2014, and 2013
Consolidated Statements of Sharcholders® Equity for the years ended December 31, 2015, 2014 and 2013
Consolidated Statements of Cash Flows for the years ended December 31, 2015, 2014 and 2013
Notes to Consolidated Financial Statements
2, Financial Statement Schedule:
The following financial statement schedule of the Company is included in Ttem 15(c):
Schedule I1—Condensed Financiat Information of Registrant (Parent Company Only),

Al other schedules for which provision is made in the applicable accounting regulations of the SEC are not
required under the related instructions, are inapplicable, or the required information is included in the consolidated
financial statements, and therefore, have been omitted,

3. Exhibits:

A list of exhibits required to be fited as port of this report is set forth in the Index to Exhibits, which
immediately precedes such cxhibits, and ia incorporated herein by reference,

(b) Exhibits
The response o this portion of Item 15 is submitted as a scparate section of this report.

{c) Financial Statemeni Schedule
Schedule II—Condensed Financial Information of Registrant (Parent Company Only)
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Schedule |1—Condensed Financinl Information of Registrant

Anthem, Inc. (Parent Compasy Only)

Dalsnce Sheets
December 31,  December M,
{in millions, excepi share data) 2015 2014
Anects
Current assels;

Cash and cash equivalens 3 4923 § 7398

Investments avoilable-for-sale, at fair volue:

Fixed matusity securities (amortized cost of $889.6 and 51,798.8) 940 1,7534

Equity securities {cost of $53.0 and $148.7) B0 206.7

Other invested assets, current 59 57

Other receivables 7740 44.6

incomo taxes receivable 2365 2219

Net due from subsidiaries - 3273

Securitics lending collateral 1306 2248

Ohher current nasets 3940 2325
Total cusrent asscis 22123 3,167
Long-term investments available-for-sale, at fair value:

Equity securitics {cost of $6.5 and $6 6) 63 6.6
Other invested assets, Jong-term 630.1 654.5
Property and equipment, net 116 134.0
Deferred tax assets, net 146.6 —
Investments in subsidiaries 36,5244 35,6472
Other noncurrent assela 1298 143.0
Total sssely 3 39,7665 $ 40,3180
Liabilities and sharcholders’ equity
Liahilities
Cusrent binbilities:

Accounta payebles and sccrued expenscs M 6155 § 3999

Security trades pending payshle 134 14.0

Securities lending payable 130.6 22438

Net due to subsidiaries 932 —

Current portion of long-term debt —_ 6243

Other curvent liabilities 278.1 280.1
Totn} current liabilitics 1,130.8 1,743.1
Lonbg-term debt, less cumment partion 15,299.6 13,9947
Deferred tax liabilitics, met — 152
Qther noncurrent lisbilitics 2920 3137
Total linbilities 16,722.4 16,066.7
Commitments and contingencics—Note 5
Sharcholders’ equity
Preferred stock, without par value, shares anthorized - 100,000,000; shares issued and outstanding «

none - -
Comsmon stock, par value $0.01, shares authorized - 900,000,000; shares jssucd and outstanding -

261,238,188 and 268,109,932 26 27
Additional paid-in capital 85356 10,0623
Retained eamings 14,7785 14,0144
Accumuinted other comprehensive {loss) income (292.6) 1719
Total shareholders’ equity 23,044 1 24,2513
Total liabilities and sharehalders® equity $ 197665 §  4031%.0

See accompanying noies.
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Anthem, lac. (Parent Company Only)

Statements of Income
Years ended December 31

(T milfions) 2018 1014 2093
Revenues
Net investment income $ 97 3 874 3§ 61.2
Net realized losses on investments {3.5) {27.1) (83.2)
Other-than-temporary impairment losses on investments;

Total other-than-temparary impaimment losses on investments {45.2) (35.5) {51.6)

Portion of other-than-temporary impairment losses recagnized in other

comprehensive income 10.0 70 0.2

Other-than-temporary impairtment losses recognized in income (39.2) (28.5) (51.4)
Other revenue 35 4.8 44
Tolal revenues (losses) 60.2 366 (62.0)
Expenses
General and administrative expense 719 203 1966
[nterest expense 649.7 597.8 5984
(Gain) loss on extingnishment of debt (9.3) 81.1 1453
Total expenses 7183 699.2 940.3
Loss before Income iax credits and equity in net Income of subsidiaries (658.1) (662.6) (1,009.3)
fncome tax credits (270.1) (2554) (369.1)
Equity in net incorne of subsidiaries 29480 29769 3,i293
Net Income $ 25600 $ 25697 § 24807

See accompanying nofes.
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Anthem, Inc, (Parent Company Only)
Statements of Comprehensive Income

Years ended December 31

{in mitfions) 2018 W14 013
Net income $ 25600 $§ 25697 § 24897
Other comprebensive {loss) income, net of tax:
Change in net unrcalized gains/losses on investments (384.3) 1186 (294.7)
Change in noncredil component of other-than-temporary impaimment losses

on investments (56) (39 1.7
Change in net unrealized gains/logses on cash flow hedges 452 (3.6) 30
Change in net periodic pension and postretirement costs (26.0) (118.1) 172.7
Foreign currency translation adjustments (34 (4.3) 1.4
Other comprehensive loss (464.5) (1L.3) (115.9)
Tolial compreliensive income $ 20955 § 25584 § 23738

See accompanying notes.
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Anthem, Inc. (Parent Company Oaly)

Statements of Cash Flows

{In millions)
Operating activities
Net income

Adjustments to reconcile net income to net cosh provided by opersting activities:

{Undistributed) distributed eamings of subsidiarica
Net realized losses on investments
Other-than-1cmporary impairment losacs recognized in income
(Gnin) loss on extinguishment of debt
Loss on dispesal of asseta
Deferred income taxes
Amonization, net of accyetion
Depreciation expense
Share-based compensation
Excess lax benefits from share-based compensation
Changes in operating asseis and fiabilities:
Recaivables, net
Other invested assets, current
Other assets
Amobnts due from/to subsidiaries
Accounts payable and accrued expenses
Other linbilities
Income taxes
Other, net
Net cush provided by operating activities
Inveating sctivities
Purchascs of investments
Procecds from sales, manrities, calls and redemptions of investments
Settlement of non-hedging derivatives
Capitalization of subsidiacies
Changes in tecurities lending colloters]
Purchases of prepesty and equipment, net of sales
Other, net
Net cash provided by (used in) investing nctivities
Financing nctivities

Net proceeds from (ropayments of) commercial paper borrowings
Proceeds from long-term borrowings

Repayments of lang-terin borrowings

Changes in accuritics lending payable

Changes in bank overdrafts

Premiums paid on cquity call options

Proceeds from male of put options

Repurchase and retirement of common stock

Cash dividends

Proceeds from issuance of common stock under emnployee stock plans
Exceas tax benefits from shere-based compensation

Net cush used in financing activities

Change in cash and cash equivelents

Cash and cash equivalents at beginning of year

Cash and cash equivalents st end of year

See accompanying notes.
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Years ended December 31
2015 014 2013
H 2,5600 § 25697 % 2480.7
(287.4) 2443 (78.5)
38 i 832
392 8.5 514
(X)) 211 1453
02 39 36
550 527 (45)
403 17.5 252
68.1 674 457
1482 168.9 146.0
(95.8) (46.4) (3.1
{11.9) {16.6) 35
©2) (38 (0.3}
{106.9) 356 423
4205 5661 {983.1)
1.5 (111.4) 1.8
{231.4) (VI3E) (18.6)
472 (36.0) 83.9
(102) = -
2,631.0 31,5543 ,116.5
(2,130.7) (1,819.3) (1,964.3)
3,076.6 820.7 24433
(36.5) (67 4) {109.8)
(939.7) (321.8) (121.2)
94,0 (178.8) .0
(51.1) (570) {87.4)
L5 {38.0) {18.%)
14.1 {1,661.6) 1247
6822 {37192) ([91.7)
1,226.% 1,700.0 1,250.0
{2,697.2) (1,730.1) {1,245 0)
(94.2) 1786 171
(89.3) 555 71.8
(167) - (253)
16.6 - L
(1.515.8) (2,998 8) (1,620.1)
(686.5) (501.6) (465.9)
186.0 3013 3247
95.8 464 301
12.892.6) {2.321.9) {1,650 8)
(241.5) (d434,7) 3864
7398 1,174.5 588.1
$ 4923 % 7398 3 1,174.5
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Aothem, Inc,
(Parent Compaoy Only)
Notes to Condensed Financial Statements

December 31, 2015
{In Millions, Except Per Share Data)

1. Basis of Presentation and Signiflcant Accounting Policies

In the parent company only financial statements of Anthem, Inc., or Anthem, Anthem's invesiment in subsidiaries is
stated at cost plus equity in undistributed eamings of the subsidiarics. Anthem's share of net income of its unconsolidated
subsidiaries is included in income using the equity method of accounting.

Certain amounis presentad in the parent company only finencial statements are eliminated in the consolidated financial
statements of Anthem,

Anthem's parent company only financial statements should be read in conjunction with Anthem’s audited consolidated
financial statements and the accompanying notes included in this Annual Report on Form 10-K.

2. Subsidiary Transactions
Dlvidends from Subsidiarles

Anthem received cash dividends from subsidiaries of $2,672.3, $3,234.5 and $3,046 5 during 2015, 2014 and 2013,
regpectively.

Dividends to Subsidiaries

Certain subsidiaries of Anthem own shares of Anthem common stock. Anthem paid cash dividends to subsidiaries
related to these shares of common stock in the amount of $29.9, $20.9 and $17.9 during 2015, 2014 and 2013, respectively.

Investments In Subsidiarles
Capital contributions to subsidiarics were $939.7, $321.8 and $121.2 during 2015, 2014 and 2013, respectively
Amounts Dug to and From Subsidiarles

At December 31, 2015 and 2014, Anthem reported $93.2 due to subsidiaries and $327.3 due from subsidiaries,
respectively, The emounts due to or from subsidiaries primarily include amounts for allocated adminisirative expenses or
cash held overnight at the parent level resulting from daily cash management activities, These items are routinely seitled, and
as such, are classified as current assets or lisbilitics.

3. Derivative Financlal Instruments

The information regarding derivative financial instruments contained in Note 5, “Derivative Financial Instruments,” of
the Notes to Consolidated Financial Statements of Anthem and its subsidiarics is incorporated herein by reference.

4. Long-Term Debt

The information regarding long-term debt contained in Note 12, “Debt,” of the Notes to Consolidated Financial
Statements of Anthem and its subsidiaries is incorporated herein by reference.

5. Commitments and Contingencies

‘The information regarding commitments and contingencies contained in Note 13, “Commitments and Contingencics,” of
the Notes to Consolidated Finoncial Statements of Anthem and its subsidiarics is incorporated herein by refereace.
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6. Cupital Stock

The information regarding capital stock contained ir Note 14, “Capital Stock,” of the Notes to Censolidated Financigl
Statements of Anthem and its subsidiaries is incorporated herein by reference

-135-

00158



10-K Page 159 of 163

SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securitics Exchange Act of 1934, the registrant hos duly
caused this report to be signed en its behaif by the undersigned, thereunto duly authorized.

ANTHEM, INC

By: fs/ JOSEPH R. SWEDISH

Jogeph R. Swedish
Chalrman, President and Chiefl Execulive Oiicer

Dated: Februery 19,2016

Pursuant to the requirements of the Securities Exchange Act of 1934, this repont has been signed below by the following
persons on behalf of the registrant and in the capacities and on the dates indicated.

$Signntury Tile Datg
fs/ JOSEPH R, SWEDISH Chaitmen, President and Chief Executive Officer February 19, 2016
Jeveph R, Swedish
Executive Vice President and Chief Financial Officer
/s/  'WAYNE 8, DEVEYDT (Principal Financial Officer) February 19, 2016
Wayne 5 DeVeydt
Senior Vice President and Chief Accounling Officer
/s/ RONALD W PENCZEK (Principal Accounting Officer) February 19, 2016
Ronald W, Penczek
/s GEORGE A SCHAEFER, JR. Director February 19, 2016
George A. Schaefer, Jr.
s/ R. KERRY CLARK Director February 19, 2016
R Kerry Clark
/s/ ROBERT L. DIXON, JR. Director February 19, 2016
Robert L. Dison, Jr.
/3 LEWIS HAY III Director February 19, 2016
Lewls Hay U1
fs/ JULIE A, HILL Dircctor February 19, 2016
Julle A. HEl
/s RAMIRO G, PERU Director February 19, 2016
Ramiro G. Pern
/sl WILLIAM J.RYAN Director February 19, 2016
Willinm J, Ryan
/s/ ELIZABETHE. TALLETT Director February 19, 2016
Elizabesh E. Tallert
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INDEX TO EXHIBITS

Eshibit

Stock and Interest Purchese Agreement dated April 9, 2009, by and between the Company and Express Scripts,
Inc,, incorporated by reference to Exhibit 2.1 of the Company’s Current Report on Form 8-X filed on April 13,
2009, SEC Fite Na 001-16751.

Agreement and Plan of Merger, dated as of July 23, 2015 among Anthem, Inc,, Anthem Merger Sub, Corp. and
Cigna Corporation, incorporated by reference to Exhibit 2.] to the Company's Current Report on Form 8-K
fited on July 27, 2015.

Amended and Restated Asticles of Incorporation of the Comparny, 23 amended effective December 2, 2014,
incorporated by reference to Exhibit 3 1 to the Company's Current Report on Form 8-X filed on December 2,
2014,

By-Laws of the Company, es amended effective July 23, 2015, incorporated by reference to Exhibit 3.2 to the
Company's Quarterly Report on Form 10-Q for the quarter ended June 30, 2015,

Indenture, dated as of December 9, 2004, between the Company and The Bank of New York Trust Company,
N.A., as trustes, inctuding the Form of the Company's 5.950% Notes due 2034, incorporated by reference to
Exhibit 4.1 to the Company's Current Report on Form 8-K filed on December 15, 2004, SEC File No. 001-
16751

Indenture, dated as of January 10, 2006, between the Company and The Bank of New York Mellon Trust
Company, N.A. (formerly known as The Bank of New York Trust Company, N.A ), as trustee, incorporated by
reference to Exhibit 4.1 to the Company’s Current Report on Form 8-K filed on January 11, 2006, SEC File No.
001-16751.

{8) Form of 585% Netes due 2036, incorporated by reference to Exhibit 4.4 to the Company’s Cument Report
on Form 8-K [ited on January 11, 2006, SEC File No. 001-16751.

{b) Form of 5.875% Notes due 2017, incorporated by reference to Exhibit 4.2 to the Company’s Current
Report on Form 8-K filed on June 8, 2007, SEC File No. 001-16751

(c) Form of 6.375% Notes due 2037, incorporated by reference to Exhibit 4 3 to the Company’s Current
Report an Form 8-K filed on June &, 2007, SEC File No. 001-16751.

(d) Form of 7.000% Notes duc 2019, incarporated by reference to Exhibit 4.3 to the Company’s Current
Report an Form B-K filed on February 5, 2009, SEC File No. 001-16751

(e} Form of 4.350% Notes due 2020, incarporated by reference to Exhibit 4 2 to the Company’s Current
Report on Form 8-K filed on August 12, 2010, SEC File No. 001-16751.

(f} Form of 5 800% Notes due 2040, incorporated by reference 10 Exhibit 4.3 1o the Company's Cumrent
Report on Form B-K filed on August 12, 2010, SEC File No. 001-16751

(g) Form of 2375% Notes due 2017, incorporated by reference to Exhibit 4.2 to the Compaty's Current
Report on Fonn B-K filed on August 15, 2011,

(h) Form of 3.700% Notes due 2021, incorporated by reference to Exhibit 4 3 to the Company"s Current
Report on Form 8-K filed on August 15, 2611,

(i) Form of 3.125% Notes due 2022, incorporated by reference to Exhibit 4.2 to the Company's Current
Report on Form 8-K filed on May 7, 2012

(i) Form of 4.625% Notes due 2042, incorporated by reference to Exhibit 4.3 to the Company's Current
Report on Form B-K filed on May 7, 2012,

(k) Form of 1.875% Notes due 2018, incorporated by reference to Exhibit 4.3 to the Cotnpany s Current
Report on Form B-K filed on Scptember 10, 2012

(I) Form of 3.300% Notes due 2023, incorporated by reference to Exhibit 4 4 to the Company’s Current
Report on Form 8-K filed on September 10, 2012,
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Exhibly

(m) Form of 4 650% Notes due 2043, incorporated by reference 1o Exhibit 4.5 to the Company’s Current
Report on Form B-K filed on September 10, 2012,

(n) Form of 2.300% Notes duc 2018, incorporated by reference to Exhibit 4.2 to the Company’s Current
Report on Form 8-K filed on July 31, 2013,

(0) Formof 5 100% Notes due 2044, incorperated by reference to Exhibit 4.3 to the Company's Current
Report on Fonn 8-K filed on July 31, 2013.

(p) Fomm of 2.250% Notes due 2019, incorporated by reference (o Exhibit 4.2 to the Company’s Current
Report on Form 8-K filed on August 12, 2014.

{q} Form of 3,500% Notes due 2024, incorporated by reference 1o Exhibit 4.3 to the Company’s Current
Report on Form B-K filed on August 12, 2014,

(r) Form of 4.650% Notes due 2044, incorporated by reference to Exhibit 4.4 1o the Company's Current
Report on Form 8-K filed on August 12, 2014,

(s) Form of 4,850% Notes due 2054, incorporated by reference to Exhibit 4 5 to the Company's Current
Report on Form 8-K filed on August 12, 2014,

Indenture dated es of October 9, 2012 between the Company and The Bank of New York Mellon Frust
Company, N A as trustee, including the Form of the 2.750% Senior Convertible Debentures due 2042,
incorporated by reference o Exhibit 4.1 1o the Company's Current Report on Form 8-K filed on October 9,
2012,

Subordinated Indenture, dated as of May 12, 2015, between the Company and The Bank of New York Mellon
Trust Company, N.A., as trustee, incorporated by reference to Exhibit 4.1 1o the Company's Cument Report on
Form 8-K filed on May 12, 2015.

(a) First Supplemental Indenture to the Subordinated Indenture, dated as of May 12, 2015, between the
Company and The Bank of New York Mellon Trust Company, N.A., as frustee, inctuding the Form of
1.90% Remarketable Subordinated Notes due 2028, incorporated by reference to Exhibit 4.2 to the
Company's Current Report on Form 8-K filed on May 12, 2015,

Purchase Contract and Pledge Agreement, dated as of May 12, 2015, between the Company end The Bank of
New York Mellon Trust Company, N A, as Purchase Contract Agent, Collateral Agent, Custodial Agent and
Securities Intermediary, including the Form of Remarkeling Agreement, Form of Corporate Units Certificate
and Form of Treasury Units Centificate, incorporated by reference to Exhibit 4.4 to the Company’s Current
Report on Form B-K filed on May 12, 2015.

Upon the request of the Securities und Exchange Comemission, the Company will furnish copies of any other
instruments defining the rights of holders of long-term debt of the Company o its subsidiaries.

Anthem 2001 Stock Incentive Plan, amended and restaied as of January 1, 2003, incorporated by reference to
Exhibit 10 1(iii} to the Company’s Quarterly Report on Farm 10-Q for the quarier ended June 30, 2003, SEC
File No. 001-16751.

(8) Form of Stock Incentive Plan General Stock Option Grant Agreement as of March 1, 2006, incorporated
by reference to Exhibit 10,1(b) to the Company's Quarterly Report on Form 10-Q for the quarter ended
March 31, 2006, SEC File No, 001-16751.

Anthem Incentive Compensation Plan, as amended and restated effective December 2, 2014, incorporated by
reference to Exhibit 10,2 to the Company's Current Report on Formn 8-K filed on December 2, 2014

(a) Form of Incentive Compensation Plan Nonqualified Stock Option Award Agreement under the 2006
Incentive Compensation Plan, incorporated by reference to Exhibit 10.2(j) to the Company’s Quarterly
Report on Form 10-Q for the quarter ended March 31, 2007, SEC File Mo. 001-16751.

(b} Form of Incentive Compensation Plan Nonqualified Stock Option Award Agreement for 2009 under the

2006 Incentive Compensation Plan, incorporated by reference ta Exhibit 10.2(m) to the Company's
Annual Report on Form 10-K for the year ended December 31, 2008, SEC File No. 001-16751.
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Exhibit

(c) Form of Incentive Compensation Plan Nongualified Stock Option Award Agreement, incorporated by
reference to Exhibit 10.2(0) to the Company’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 2010, SEC File No, 001-16751.

(d} Form of Incentive Compensation Plan Nonqualified Stock Option Award Agreement for 2013,
incorporated by reference to Exhibit 10.2(s) to the Company’s Quarterly Report on Form 10-Q) for the
quarter ended March 31, 2013

() Fom of Incentive Compensation Plan Restricted Stock Unit Award Agreement for 2013, incorporated by
reference to Exhibit 10.2(1) to the Company's Quarterly Report on Form 10-Q for the quarter ended
March 31, 2013,

(f) Form of Incentive Compensation Plan Performance Share Award Agreement for 2013, incorporated by
reference to Exhibit 10.2{v) to the Company's Quartesly Report on Form 10-Q for the quarter ended
March 31, 2013,

(g) Form of Incentive Compensation Plan Nonqualified Stock Option Award Agreement for 2014,
incorporated by reference to Exhibit 10.2(p} to the Company's Quarterly Report an Form 10-Q for the
quarter ended March 31, 2014

(h) Fom of incentive Compensation Plan Restricted Stock Unit Award Agreement for 2014, incorparated by
teference to Exhibit 10.2(g) to the Company's Quarterly Repert on Form 10-Q for the quarter ended
March 31, 2014.

(i) Form of Incentive Compensation Plan Performance Share Award Agreement for 2014, incorporated by
reference to Exhibit 10 2(r) to the Company's Quarterly Report on Form 10-Q for the quarter ended
March 31, 2014.

(i) Form of Incentive Compensation Plan Nonqualified Stock Option Award Agreement for 2015,
incorporated by reference to Exhibit 10.2(n) to the Company's Quarierly Report on Form 10-Q for the
quarier ended March 31, 2015

(k) Form of Incentive Compensation Plan Restricted Stock Unit Award Agreement for 20185, incorporated by

reference to Exhibit 10.2(o0) to the Company's Quarterly Report on Form 10-Q for the quarter ended
March 31, 2015.

(1) Form of Incentive Compensation Plan Performance Stock Unit Award Agreement for 2015, incorporated
by reference to Exhibit 10.2(p) to the Company's Quarterly Report on Form 10-Q for the quarter ended
March 31, 2015.

* Anthem, Inc. Comprehensive Nonqualified Deflerred Compensation Plan, as amended and restated effective
December 2, 2014, incorporated by reference to Exhibit 10 3 to the Company's Annual Report on Form 10-K
for the year ended December 31, 2014

* Anthem, Inc. Executive Agreement Plan, as omended and restated effective December 2, 2014, incorporated by
reference to Exhibit 10 4 to the Company’s Annual Report on Form 10-K for the year ended December 31,
2014

* Anthem, Inc. Executive Salary Continuation Plan, as amended and restated effective December 2, 2014,

* Anthem, Inc. Direcied Executive Compensation Pian amended effective Jonuary 1, 2014, incorporated by
roference to Exhibit 10.6 to the Company's Quarterly Report on Form 10-) for the querter ended
September 30, 2013.

* Anthem, Inc, Board of Directors Compensation Program, 25 amended effective December 9, 2015,

* Anthem Board of Dircctors’ Deferred Compensation Plan, as amended and restated effective December 2,
2014, incorporated by reference to Exhibit 10 8 to the Company's Annual Report on Form 10-K for the year
ended December 31, 2014,

* Amerigroup Corporation 2009 Equity Incentive Plan effective May 7, 2009, incorpornted by reference to

Exhibit 99 1 to the Company’s Registration Statement on Form $-8 filed on December 26, 2012 (Registration
No. 333-185675).
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10.16 * {a) Formof Employment Agrcement between the Company and Wayne S, DeVeydt, incorporated by

il

10.12

10.13

10.i14

10.15

32

321

322

101

reference to Exhibit A to Exhibit 10.7 to the Campany's Current Report on Form 8-K filed on November
2, 2006, S8EC File No, 001-16751.

{b) Form of Employment Agreement between the Company and each of the following: Brian T. Griffin, Peter
D. Haytaian, Gleria McCarthy, Martin Silverstein, M.D., Jose D, Tomas and Thomas C. Zielinski,
incorporated by refercnce to Exhibit A to Exhibit 10,41 to the Company*s Quarterly Report on Form 10-Q
for the quarter ended September 30, 2007, SEC File No. 001-16751.

{c} Form of Employment Agreement between the Company and Joseph R. Swedish, incorporated by reference
1o Exhibit A to Exhibit 10.1 to the Company®s Current Report on Form 8-K filed on February 12, 2013,

(d) Form of Employment Agreement between the Company and Craig E, Sammit, incorporated by reference
to Exhibit A to Exhibit 10.4 to the Company's Annual Report on Form 10-K for the year ended December
31,2014,

* Offer Letter, by and between WellPoint, Inc. and Joseph R. Swedish, daed as of February 6, 2013, incorporated
by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed on February 12, 2013,

Blue Cross License Agreement by and between Blue Cross Blue Shield Association and the Company,
including revisions, if any, adopted by the Member Plans through Sepiember 18, 2015

Blue Shield License Agreement by and between Blue Cross Blue Shicld Association and the Company,
including revisions, if any, adopted by the Member Plans through September 18, 2015.

Undertakings to California Department of Managed Health Care, dated October 15, 2012, delivered by Blue
Cross of Califomis, incorporated by reference to Exhibit 10.19 to the Company's Annual Report on Form 10-K
for the year ended December 31,2012,

Commitment letter, dated as of July 23, 2015, by and among Anthem, Inc., Bank of America, N.A., Memifl
Lynch, Pierce, Fenner & Smith Incorperated, Credit Suisse Securities (USA) LLC, Credit Suisse AG, UBS AG
ond UBS Securities LLC, incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form
8-K filed on July 27, 2015.

{) Bridge Facility Joinder Agreement, dated as of August 25, 2015, among Anthem, Inc. and the other parties
thereto, incorpornted by reference to Exhibit 10.2 to the Company's Registration Statement on Form S-4
filed on September 30, 2015 (Registration No. 333-207218).

Subsidiaries of the Company.

Consent of Independent Registered Public Accounting Firm.

Certification of Chiel Executive Officer pursuant to Rule 13a-14(n) and Rule 15d-14(a) of the Exchange Act
Rules, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

Certification of Chief Financial Officer pursuant to Rule 13a-14(2) and Rule 15d-14(a) of the Exchange Act
Rules, as adopted pursuant to Section 302 of the Sarbenes-Oxley Act of 2002.

Certification of Chicfl Exccutive Officer pursuant to 18 U.S.C. Section 1350, as adopied pursuant to Section
906 of the Sarbanes-Oxley Act of 2002,

Certification of Chicf Financial Oficer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002.

The following materials from Anthem, Inc,'s Annual Report on Form 10-K for the year ended December 31,
2015, formatted in XBRL (Extensible Business Reporting Language): (i) the Consolidated Balance Sheets; (ii)
the Consolidated Statements of Income; (jii) the Consolidated Statements of Comprehensive Income; (iv) the
Consolidated Statements of Cash Flows; (v) the Consolidated Statements of Sharcholders’ Equity; (vi) the
Notes to Consolideted Financial Statements and (vii) Financia! Statement Schedule 11,

Indicates management contracts or compensatory plans or arrangements.
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